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Speculator 
Trader 
Investor 


If you are a Speculator this mes- 
sage is of no value to you. If you are 
a Trader or Investor, better read on 
--there is vital news here for the 
man or wom1n who seeks profits in 
listed stocks. 


When you buy or sell, sometimes 
you are a trader, sometimes an in- 
vestor -- often both at once. That's 
why itis vitally important for you to 
have reliable, up-to-the-minute data 
on both the long-term and the short- 
term trends of stocks. 


Make no mistake! You are safe 
when you follow trend movements 
and trade in diversified groups of 
stocks. You are in position for max- 
imum profits when you buy at the 
beginning of a rising market or sell 
promptly when the trend changes. 

Trend movements are predictable 
by mathematical computations. 
T. E. Rassieur has made consistently 
accurate forecasts on this basis for 
many years. Read the principles, 
practice, and proof in his enlighten- 
ing booklet: ‘TREND INTERPRETA- 
TION.” Write for this booklet today 


-- it's free. 


T. E. RASSIEUR 


Trend Interpretation Service 
Suite 32 Continental Bldg. St. Louis, Mo. 
V5 














KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 


‘ODD LOT TRADING’’ 
John Muir & Co., members New York 


Stock Exchange, are distributing their 


booklet to investors. (225) 


‘‘*TRADING METHODS’’ 
This handbook issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 


WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, 


a security advisory service conducted by 


The Magazine of Wall Street for over 
19 years, definitely advises subscribers 
what securities to buy and when to 
sell. Write for current weekly 8-page 
bulletin. (793) 


INVESTMENT PROFIT INSURANCE 
The most logical form of investment 
profit insurance is represented by the 
personal and continuous counsel rendered 
by the Investment Management Service. 
Write for full information. No obliga- 
tion. (861) 


MARGIN REQUIREMENTS, COMMISSION 
CHARGES 
J. A. Acosta & Co., have prepared a fold- 
er explaining margin requirements, com- 
mission charges and trading units. Copies 
gladly sent investors and traders. (939) 


TREND INTERPRETATION 
The above named booklet, prepared by 
T. E. Rassieur, will be sent free on re- 
quest to interested readers. (992) 
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Two factors are combining to cause 
a great many dividend reductions 
and omissions during these first half- 
dozen weeks of the new year. First, 
of course, is the drop in earnings and 
inventory values during the fourth 
quarter, calling into question the 
whole future trend of profits and 
emphasizing the importance of finan- 
cial strength in a time of doubt. On 
top of these considerations comes 
the peculiar effect of the tax on un- 
distributed profits. Having paid out 
earnings last year in generous fash- 
ion in order to escape the penalty, 
there is no reason to continue divi- 
dends at the same rate now, since if 
all goes well they may be declared 
later in the year with equal effec- 
tiveness under the law. 

Directors can hardly be blamed 
for a conservative dividend policy at 
this point. They would prefer a 
regular dependable rate in fairness 
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to stockholders and as a means of 
encouraging solid investment inter- 
est in their stock. They have no 
desire to disappoint those dependent 
upon a steady income. But their 
first concern is to safeguard the 
future of the company, which is to 
protect the stockholder’s capital 
rather than his income. 

Although realizing this to some 
extent, investors are frequently 
alarmed by adverse dividend news 
and hasten to sell on a weak market, 
taking the directors’ action as a dis- 
couraged prediction of future red 
ink. Professional traders who have 
gone short solely in anticipation of 
the event find it easy to cover their 
positions when stock comes in for 
sale at any price. Then very likely 
it will be realized in the long run 
that the mere act of cutting the divi- 
dend has had little effect on the true 
value of the stock. 





Although generalizing upon such 
a broad subject is apt to be useless 
if not dangerous, the obvious truths 
of the situation should certainly be 


faced. It is no longer a shock to 
realize that earnings have fallen off 
sharply or that first quarter results 
of most companies will make poor 
comparisons with a year earlier. It 
is sound business judgment, promis- 
ing future management acumen, 
which dictates the husbanding of 
cash at such a time. Finally, the 
traditional value of dividend declara- 
tions, as the directors’ predictions of 
profits or losses to come, has been 
upset by the tax problems facing 
them. 

Impulsive selling always involves 
a penalty, sometimes worth accept- 
ing, sometimes not. Under present 
circumstances, if a stock is not a sale 
for other reasons, it is not a sale be- 
cause of unfavorable dividend action. 





x * * 


IN THE NEXT ISSUE 
ANNUAL DIVIDEND FORECAST 


x * ® 


Part III—Railroads, Aviation, Building, Chain and Department 
Store and Miscellaneous Specialties 


Part Il is in this issue 


Part | in the issue of January 29—Public Utilities, Steels, Oils, 
Metals, Machinery and Equipments 
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Money Troubles 
















Keep capital liquid, credit high with 
controlled collections and limited loss 


OW your business can be 

flexibly financed—you can 
control your cash position at 
will, and at short notice—and 
you can limit possible credit 
losses to a small definitely 
agreed percentage. All this and 
your customers are not notified! 


With the introduction of the 
LIMITED LOSS feature, we 
have made the discounting of 
accounts receivable not only 
the most flexible and economi- 
cal form of modern industrial 
financing, but also added a 
strong protective factor that 


fits in with the most conserv- 


ative management. 


Hundreds of substantial con- 
cerns use this sound method 
of maintaining a strong cash 
position and high credit rating. 


If you need cash to meet pay 
rolls, to discount your bills 
payable, to buy raw materials 
at lowest cash prices, or for 
other sound business reasons, 
investigate the advantages of 
this flexible, economical plan. 











* Why not give us an oppor- 
tunity to explain? A personal 
interview will give you a better, 
quicker understanding. Our 
representative will keep any ap- 
pointment at your convenience. 
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The Trend of Events 


THE MYSTERY DEEPENS ... The vigor and speed with 
which President Roosevelt grappled with the problem 
of depression in his first term contrasts strangely and 
strikingly with his course in recent months. Certainly 
it has been clear since the turn of the year that we are 
confronted with something much more serious than a 
temporary business “reaction” or “recession.” Yet the 
country remains completely in the dark as to whether 
he has formulated or is formulating any plan of action; 
oras to whether he is merely emulating Hoover's 1930 
policy of hopeful waiting. 

There has been much talk of “co-operation” between 
the Administration and business, but if it has substance 
actual developments do not so indicate. For example, 
the Attorney General has just announced that he will 
expand the anti-monopoly drive against the oil indus- 
trr—which fell afoul of the law by heeding an Admin- 
istration request that it stabilize prices—and that he 


will soon take an anti-trust shot at the big dairy 
companies. Simultaneously Secretary Ickes speeds up 


the Federal program to finance sixty-one municipal 
power projects. 

We are thus reminded of the reality that in politics, as 
elsewhere, action speaks louder than words. We have 
had an over-abundance of words for weeks, while the 
depression tightens its grip on the country. Of action 
aimed at promoting recovery we have had very little, 
either by the Administration or by Congress. It has long 





been perfectly clear that we cannot have a privately- 
financed recovery of any significance unless the Govern- 
ment removes or substantially relaxes the restrictions— 
tangible and psychological—which have paralyzed pri- 
vate capital. But whether the President has any real 
intention of giving the profit system a chance to function 
is Just as uncertain today as when the depression began 
some weeks ago. Does the New Deal want a capitalist 
recovery? If it does not, Mr. Roosevelt's recent and cur- 
rent performance is understandable. If it does, one can 
only say that the mystery is getting deeper. 


BUILDING BALLYHOO... Thanks to public works and 
private engineering projects, the total volume of con- 
struction has held up fairly well thus far in the depres- 
sion. Private residential building has fallen sharply, yet 
it is in precisely this field that the press is now being de- 
luged with inspired propaganda concerning the wonders 
that are to be worked this spring as people rush to obli- 
gate themselves under F HA insured mortgages which 
require only a 10 per cent down payment on dwellings 
costing $6,000 or less. 

Ballyhoo never built many houses and never will. 
Ilowever hopeful one may be that residential building 
will show an improving trend, beginning in the spring, 
it is both pointless and foolish to ignore the obstacles. 
They are many. Relative to the average individual’s 
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income, the cost of building a home is still too high. Real 
estate taxes are burdensome. Salaries and wages are 
declining at present, and conservative individuals— 
prudently allowing for possibility of further shrinkage— 
are deferring unnecessary commitments. Finally, a huge 
total of foreclosed homes is held by mortgage lending 
institutions. On the one hand, this is a brake on further 
substantial expansion of mortgage loans by these institu- 
tions. On the other hand, these properties in numerous 
instances afford bargains more attractive to the potential 
home owner than new dwellings. 

Since realty values have never been stable in this coun- 
try, the soundness of mortgages up to 90 per cent of 
appraised values is, of course, to be questioned. It is 
certain ultimately to mean that the Government will 
foreclose on numerous homes, adding them to the collec- 
tion already held as a result of HOLC foreclosures. 
Meanwhile, despite sharp recession in residential build- 
ing, the aggregate volume of construction through the 
first half of January was substantially larger than in 
either December or November and, indeed, on a daily 
average basis was moderately above that in January a 
year ago. 


CORPORATIONS ARE IMAGINARY . . Supreme 
Court Justice Black recently held, in a dissenting opinion 
on a California tax case, that a “corporation” is not a 
“person” in the meaning of the fourteenth amendment to 
the Constitution. His view has long been held by many 
of our so-called liberals. If it were the ruling legal view. 
then an individual would be entitled to the protection of 
due process of law under the Constitution but a corpora- 
tion would not be. 

This conception of human rights versus corporate 
rights will puzzle the layman as much as it will the law- 
yer. Imagine, if you can, the chaos that would ensue if 
thousands of persons, as stockholders in a large corpora- 
tion, had to make contracts or agreements so that each 
individually could sue to protect his property rights in 
such corporation or so that they could individually be 
sued for act of the corporation. Reducing the matter to 
absurdity to illustrate the point, let us say that General 
Motors refused to pay its steel bill. Thereupon, to collect 
it, the 217,000 stockholders of United States Steel would 
sue the 379,000 stockholders of General Motors! 

Fortunately, seven out of the eight Justices who ruled 
on this case—including a majority of the Court’s liberals 
—did not agree with Mr. Justice Black. 


SEEKING PUBLIC CONFIDENCE ... For years the 
New York Stock Exchange has ha: a major problem in 
the field of public relations. The fact cannot be blinked 
that in the minds of a great many people there is a 
prejudice against “Wall Street” and those identified with 
it as deep seated as any of the racial or religious preju- 
dices against which other minorities have to contend. 
This is due in large part to lack of understanding of the 
vital role that the securities markets play in the national 


economy. But it is also due to past abuses. and to an 
instinctive distrust of the autonomous — or “private 
club” character — of the Stock Exchange. 

It probably will never be possible to eradicate this 
prejudice entirely from the minds of the uninformed, 
but it can at least be said that the pending reorganiza- 
tion of the Exchange represents the most realistic effort 
vet made in that direction. Three out of the thirty-two 
members of the Board of Governors are to be chosen 
annually as representatives of the public. Twelve others 
are to be selected from firms doing a stock or bond busi- 
ness directly with the public and half of these will be 
from firms whose principal place of business is outside 
of New York. On the other hand, an essential autonomy 
is preserved in recognition of the fact that in matters of 
policing business conduct the Exchange can act more 
swiftly and surely than any governmental body. 

There is some basis for hope that these and other 
administrative changes in the machinery of the Ex- 
change will smooth the path toward a closer and more 
harmonious working relationship between the institution 
and the SEC. 


DYNAMIC LITTLE FELLOWS .... Although the coun- 
try may have had an initial laugh at the unruly and 
vociferous atmosphere which pervaded the beginning 
of the conference of the representatives of small busi- 
ness men, the results of their deliberations have been 
impressive. Perhaps the very vitality and individual 
enthusiasm of the little capitalists, contrasted with the 
formality of their larger contemporaries have empha- 
sized the significance of their conclusions. Certainly it 
is interesting to note that however much the formula- 
tion of the little fellows’ ideas have differed from meth- 
ods of the big shots, their objections and remedies are 
significantly identical. Like the big business men, they 
urge Federal policies that will encourage investment of 
private capital in new enterprises; they criticize the 
Administration’s labor policy; they think the Social Se- 
curity taxes are too heavy; they warn against reform 
that is so fast as to disrupt industry; they question the 
merit of Federal wage-hour regulation; and they ask 
repeal of the undistributed earnings tax and modifica- 
tion of the capital gains tax. 

No wonder that the President was impressed. If he 
expected that the meeting would be a fine political ges- 
ture, fraught with nothing more annoying than the 
appointment of a tractable committee to digest its find- 
ings, he reckoned without the individualism, independ- 
ence and free thought of the average business man. 


THE MARKET PROSPECT ... Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 550. The coun- 
sel embodied in the feature should be considered in con- 
nection with all investment suggestions, elsewhere in 
this issue. 

Monday, February 7, 1938. 
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THE HITLER-MUSSOLINI 


Bin current news from Germany makes it plain that 
the tempest raised over the marriage of Field Marshall 
Werner von Blomberg to his secretary is just a smoke- 
screen to disguise the real situation, which is that the 
honeymoon is over between Hitler and the army—that 
serious opposition has arisen to having Germany domi- 
nated by I] Duce any longer. 

The concentration of power in the hands of Hitler 
may be politic at the moment to prevent the outside 
world from knowing the extent to which Nazi disintegra- 
tion has taken place. In view of the momentum gained 
by Nazi propaganda in the various countries, the effect 
on Germany politically and economically at this time 
might be unfortunate. 

The aggressive stand by army spokesmen has been a 
great surprise to many who were not aware that the 
army—the Reichswehr—had come back into power as 
a result of the blood purge of June 30, 1934. At that 
time the Brown Shirts, the SA, were disbanded and the 
Reichswehr gained complete control under the domina- 
tion of the three old ruling groups—the 
old landed nobility—the newer aris- 
tocracy which came up since the time 
of Frederick the Great—and the indus- 
trial and financial aristocracy. In a word, 
the old Junker group. It was mainly 
Hitler’s willingness to take responsibility 
for everything, including religious perse- 
cution that kept him in power. 

The Reichswehr made further gain in 
1936, when, under pressure of this tradi- 
tional ruling clique, Hitler’s famous 
Schutzstaffel—the Black Shirts, remnant 
of his personal army—were disarmed and 
absorbed by the police as a compromise 
with the Reichswehr, and Himmler, their 
leader, was kicked upstairs and made 
head of the German police. 

At that time Hitler was not as neces- 
sary to the Reichswehr as the Reichs- 
wehr was to Hitler. But it was neces- 
sary that Germany present a_ united 
front to the world and the plan had 
apparently been, that if and when the 
aristocrats found it expedient to over- 
throw him, they would do so without 


Wide World Photo. 





FEBRUARY 12, 1938 


The honeymoon between Hitler and the Reichswehr is over. 


BY CHARLES BENEDICT 


ALLIANCE HITS A SNAG 


hesitation, while before the world they would seem to be 
throwing off the yoke and be in the position of dis- 
owning and disclaiming any participation in the detn- 
mental and harmful policies of the Nazi regime. While 
that day may be drawing close. judging from the news, 
however, it is not vet. 

Apparently, the leaders of the Reichswehr now believe 
that Mussolini’s aims are coming into conflict with Ger- 
man ambitions. This alliance was born of desperation in 
the first place. It was necessity which united Berlin 
and Rome—and not a lasting need for each other. In 
fact, this ill-assorted alliance was a most unnatural one, 
and was entered into as an expedient. At the time 
Mussolini was in a spot. The League of Nations was 
seriously considering the application of oil sanctions 
against him. France was wavering between the urgent 
appeals from Great Britain for enforcement on the one 
hand, and on the other hand, the obligation to support 
Italy which had been surreptitiously arranged through 
Pierre Laval (whose policies (Please turn to page 612) 
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j = stock market is badly in need of good news, and 
good news is scarce. The very modest improvement in 
aggregate business activity recently evident appears to 
be petering out. Instances of price-cutting in manufac- 
tured goods are sufficiently numerous to keep business 
buying on a decidedly cautious basis. There have been 
a number of dividend omissions—reflecting a cautious 
tendency of managements to conserve cash—and each 
week brings more. Hope regarding 
earnings of most corporations for the 
first half of this year is at low ebb. 

In this setting the speculator yearns 
to see somebody at Washington pass 
a miracle—but Congress is taking a lot 
of time in passing a little legislation, 
none of which is miraculous, and the 
erstwhile miracle makers in the Admin- 
istration’s branch of the Government 
seem for the present to have lost either 
their touch or their ambition. 

Having been over-played. the specu- 
lative influence of the “armament 
boom” has waned and the stocks most 
affected by it have now come down 
substantially. The optimists can. still 
hope, of course, that spring will bring 
some expansion in business. As a final line of defense 
or ace-in-the-hole, there is the thought that the New 
Deal will have to throw its resources into renewed 
pump-priming on a lavish scale if by April substantial 
economic improvement remains absent. 

The latter theory appears logical, but both the scope 
and the timing of any such stimulant remains highly 
conjectural for the present—while there is nothing con- 
jectural about the existing state of business and of 
earnings. The Administration and the Congress seem 
strangely complacent about the whole affair. Talk of 
inflationary moves, such as de-sterilizing the Treasury’s 
inactive gold or spending the Stabilization Fund’s gold 
profit, is more prevalent in speculative circles than in 
Washington. Indeed, the Secretary of the Treasury 
took occasion very recently to remark to newspaper 
questioners, somewhat testily, that the Administration 
was contemplating no monetary “sleight-of-hand.” 

Of course, we do not need monetary miracles to get 
us out of this depression. A realistic operation on the 
undistributed earnings and capital gains taxes, a mora- 
torium on reform and politico-economic experimentation 
and a cessation of New Deal hostility to business—large 
and small—would no doubt work wonders. Judging by 
the paucity of constructive achievements at Washington 
in recent weeks, however, such help would itself be a 


The Stock Market for the Next Fortnight 








MILLER 


miracle. Maybe it is “just around the corner,” but 
certainly not visible. 

Meanwhile, as this is written, the stock market is 
trying to make up its mind whether to cling hopefully 
to the trading range which has been maintained for 
more than three months or whether to slide on down 
disconsolately to new average lows. If the groove marked 
out by the averages between the third week of October 
and the first week of February is aban- 
doned, it will be anybody’s guess how 
far down the next tenable base of re- 
sistance will be found. 

With only small rallies, the trend of 
the market has now been downward 
since the middle of January. As mea- 
sured by the Dow-Jones industrial in- 
dex, the most recent closing low repre- 
sented a decline of about 16 points from 
the January high and left this fast-mov- 
ing index only some 5 points above its 
bear market low to date, which was 
113.64 on November 24. This publica- 
tion’s weekly index of 330 stocks has 
held slightly above its former low. The 
Herald Tribune daily index of 100 
issues has almost exactly duplicated 
its former lows, the recent reaction representing the 
fourth downswing to halt at approximately the same 
level during the past fourteen weeks. 

It is possible that another successful stand will be 
made at this spot, but we have no basis for a confident 
prediction to that effect. Indeed, the only prudent 
course here, both as to speculative and investment oper- 
ations, is to stand on the sidelines, for the immediate 
evidence seems to be against anything more than a 
minor technical rally. 

In a vulnerable market there are always specific devel- 
opments that can be blamed for concentrated weakness. 
Recently sharp decline in the widely held American Tele- 
phone accentuated the general reaction. This liquida- 
tion no doubt reflected fears of what will be found in 
the forthcoming report and recommendations of the 
Federal Communications Commission, as a result of its 
lengthy investigation of all of the affairs and ramifica- 
tions of this premier utility. Since more than 600,000 
shareholders are involved, heavy selling of Telephone 
always casts a damper over the market. 

We adhere to our previously expressed opinion, how- 
ever, that persistent weakness in the bond market 45 
for some time been—and still remains—the most im- 
portant single adversity confronting the stock market. 
Having declined for seventeen consecutive sessions, with 
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Both speculative and investment commitments should be de- 


ferred pending convincing test of the market's recent lows. 
The January business improvement appears to be waning. A 
rally in bond prices would be an encouraging factor. 


pressure concentrated especially on rails, the Dow-Jones 
index of forty bonds recently managed to negotiate a 
four-day rally, a performance which made possible a 
temporary 6-point rally in the Dow-Jones industrial 
stock index. At the moment, unfortunately, renewed 
weakness In speculative and medium-grade bonds has 
wiped out a considerable part of the bond rally, althougi 
at this writing the index stands fractionally above its 
January low and some rails are again rallying. 

The evidence of the past year strongly suggests that 
the stock market can not for any length of time with- 
stand a declining bond market. The bull market in 
bonds ended a few weeks prior to the bull market in 
stocks. Last summer’s intermediate rally in bonds ter- 
minated a bit prior to the end of the July-August rally 
in stocks. In the present setting, with the stock market 
poised precariously near its former lows, we are of the 
opinion that the nearby course of the bond index quite 
probably will be the chief factor determining whether 
the stock market can make a firm stand here. If there 
is sufficient pressure to carry bonds to a new low, we 
would expect the stock market to follow. 

Quite aside from the bond movement, the recent tech- 
nical indications in the stock market put the burden of 
proof quite definitely on the bull cause. Only the indus- 


trial stock group has been able to save the day thus far. 
Both rails and utilities have sagged to new lows by a 
convincing margin. The rail stocks are at the lowest 
prices seen since April, 1933. Utilities on the average 
are not far from the depression prices of July, 1932. Add 
to this the fact that most stocks of chain grocery con- 
cerns are lower than any level reached in either 1932 or 
1933, and you have a convincing demonstration of what 
can happen to any enterprise closely affected by the 
heavy hand of our New Deal planners. 

A few weeks ago it was hoped that an early and 
favorable decision on freight rates by the Interstate 
Commerce Commission would arrest the tide of deflation 
in which rail securities have been caught. The decision 
is not expected, however, before March and there is 
evidently no speculative inclination meanwhile to gamble 
on it. A favorable decision no doubt could touch off a 
very substantial rally, but the moot question at the mo- 
ment is whether such rally will come from somewhere 
near the present level or from a lower one. As to this, 
our inclination is to wait and see. 

While there is no strongly defined trend in the busi- 
ness picture, the latest statistics lean to the unfavorable 
side, with decline in motor and steel production, car load- 
ings and retail trade. 
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Industry and C | O seem strange bedfellows. 


Administration's policies toward big business 


tends to drive capital and labor together. 


Labor Plugs 


BY RAY 


I. is one of the amusing paradoxes of the extremely 
pro-labor Roosevelt Administration that it has thrown 
Capital and Labor into each other’s arms more violently 
than any other regime at Washington. Whereas Chief 
Executives frequently accused of undue friendliness to 
the great financial and industrial interests have often 
contributed to the spirit of enmity between these two 
classes by a laissez-faire policy, the President, avowedly 
dedicated to the advancement of the “forgotten man,” 
has almost unconsciously—and certainly not delib- 
erately—promoted a better understanding between the 
boss and the working man. It may be Mr. Roosevelt’s 
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for Recovery 


TUCKER 


greatest contribution to the cause of economic recovery. 

Long after specific New Deal accomplishments or 
failures have been forgotten, history may remember that 
under the indirect inspiration of Franklin D. Roosevelt 
such men as Thomas W. Lamont and John L. Lewis 
formed a mutual admiration society. The President 
himself concedes that for a Morgan partner and a C.L.0. 
chieftain to sit around a White House desk marks a 
great step forward. It is, indeed, quite probable that 
he does not realize how vast a stride Capital and Labor 
took on that occasion. It is impossible now to measure 
its long-time significance, but the probabilities are 
interesting. 

In the light of reactions to this historic conference 
and other negotiations, the two groups appear to have 
discovered that they can better manage their respective 
houses—and their joint establishment—without the in- 
terference of a third party such as the government. They 
have learned that each side has problems which can be 
solved only if the other exhibits a willingness to listen 
and compromise. Most important of all, as recent dis- 
cussions of the relationship between prices and wages 
and profits reveal, they have come to realize that they 
must sink or swim together—also that Washington has 
no supply of magic life preservers! 

The reaction to the scene where Mr. Lewis acted as 
spokesman for Mr. Lamont and Owen D. Young—for 
the interests which they represent—has been far-reach- 
ing. Upon returning to New York, it is known that the 
visitors reported on their trip to their colleagues, who 
were as anxious as they to know what kind of horns 
and hooves the labor leader affected. To the questioners’ 
surprise, they were told that Mr. Lewis was a reasonable 
person with a deep knowledge of the day’s economic 
problems—indeed, far more reasonable than Mr. Roose- 
velt himself on certain subjects. 

Mr. Lewis and his associate—Vice-President Philip 
Murray of the United Mine Workers—reacted similarly. 
The latter, for instance, got a secret but human thrill 
out of refusing to permit Mr. Lamont to pay cab fare 
from the White House to a hotel, explaining that it had 
been the ambition of his life to “take a Morgan partner 
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fora ride.” Nobody enjoyed the badinage more than 
the financier. When a friend expressed surprise that 
Mr. Lewis had served as spokesman at such a visitation, 
the latter retorted: “You never heard me attack busi- 
ness or bigness as such—only their evils!” The reply, 
in view of the Jackson-Ickes outbursts, helps to explain 
why the two New Yorkers found themselves in closer 
agreement, perhaps, with the mine leader than with the 
man in the White House. 

Messrs. Lewis and Murray, naturally, have likewise 
reported on these doings to their associates in the steel, 
coal, automobile and textile unions. And it is known 
that they have conveyed to their friends an entirely dif- 
ferent picture of the employers’ representatives than the 
boys had before. Far more than an exchange of con- 
tracts or the utterance of formal spe: ches of good will, 
these meetings have helped to produce not only the spirit 
but the machinery of cooperation. 

What Mr. Lewis told the President may also have an 
effect upon his attitude toward industry, although that 
prophesy cannot be underwritten too heavily. The 
C.1.0. head severely criticized the Administration’s more 
vehement blasts against business, especially the empha- 
sis on the part which monopolies are alleged to have 
played in raising prices. He asked, in effect, for a more 
tolerant treatment of honest business and industry in 
order that they may make profits from which members 
of his unions must be paid. Only in that way, he insisted, 
can the wage and price scales be supported and the reces- 
sion checked through maintenance of purchasing power. 

Mr. Lewis also implied that the men for whom he was 
speaking—Mr. Lamont and Mr. Young—could not be 
expected to favor union contracts on a pre-recession 
basis unless assured of government cooperation rather 
than hostility. In fact, it is highly significant, though 
not generally realized, that 
the White House conference 
was a deliberately arranged 
prelude to the current nego- 
tiations for a new agreement 
between the C.I.O. and Big 
Steel. It was an attempt to 
impress upon the President 
that United States Steel 
could not continue to pay 
the present scale, and, there- 
fore, Mr. Lewis’ members 
could not continue to re- 
ceive existing wages, unless 
uncertainties beclouding the 
economic landscape were re- 
moved. The labor leader 
noted, further, that if such 
a great corporation as U. S. 
Steel were forced to hand 
out thinner pay envelopes, 
it would be the signal for 
wage-slashing on a nation- 
wide scale, and the start of ee 
another 1929 depression. : 

Mr. Roosevelt appeared to 2X s 
feel the force of the Lewis- “de World Photo. 
Lamont- Young arguments. 
Although he had called for 
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the breakup of all holding companies only an hour be- 
fore he met this trio, within a week he explained that 
he was “misunderstood,” and that he referred only to 
certain public utility and banking groups. A few days 
later he warned the Business Advisory Council not to 
take too seriously the Jackson-Ickes philippics against 
industry. In several other respects, including the ap- 
pointment of Stanley F. Reed to the Supreme Court, 
the President indicated that he thought he ought to 
listen when Capital and Labor sang the same tune. It 
may have dented his belief that everybody was out of 
step except the brain trusters. 

Ironically, it was the creation of the New Deal agency 
supposedly most inimical to capital-labor relationships 
—the National Labor Relations Board—which has pro- 
moted these friendships as well as a closer acquaintance 
between employers and the other branch of organized 
labor—William Green’s American Federation of Labor. 
The weapon which the Administration handed to labor 
for use in its historic battles has become a talisman of 
friendship. 

It was the lower courts’ approval of the Wagner Act, 
among other things, which induced Myron C. Taylor 
to negotiate with Mr. Lewis for a union contract about a 
year ago. Each was deeply impressed with the other 
man’s attitude, and this human contact, like the recent 
get-together at the White House, resulted in a better 
understanding between men who had hitherto enter- 
tained some distrust of each other. Moreover, Big Steel 
and the C.I.O. have kept their agreements during their 
first year of marriage—always the hardest—and _ pre- 
sumably have profited from a termination of disputes 
which cut profits and pay rolls. The lesson has not been 
lost on other industries. 

Some manufacturers, how- 
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Leaders of Labor and Industry leaving White House after recent conference with President. 
John L. Lewis, C. 1. O.; Chas. Taussig, American Molasses Co.; Owen D. Young, G. E.; 
Adolphe Berle; Thomas Lamont, J. P. Morgan partner; Philip Murray, C. I. O. 
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Defense program will be voted by Congress but with 
much talk on foreign policy, net effect of which will be 
general stiffening of national attitude toward aggressors. 
Funds will be so spread out that stimulating effect on 
business will be slow and spotty, though appreciable. 
Important by-product will be renewed interest in legis- 
lation to take profits out of war, draft capital, mobilize 
industry, and place whole country on war footing in 
emergency—the kind of planning and control New 
Dealers would like to have in peace time. 


Pump-priming hints keep dropping from New Deal 
quarters, but no big plan will be sponsored unless busi- 
ness fails to improve in few months. Administration 
looks for business stimulants through such piecemeal 
primings as moderate increase in relief funds, revised 
FHA, slum clearance, defense program, shipbuilding 
subsidies, railroad purchases, utility expansion, and the 
general government works program. 


Bank holding companies will be first target in New 





WASHINGTON SEES— 
Pump-priming plans being held in reserve. 


Attack on wealth concentration to start in 
banking field. 


Big business to be issue in fall elections. 
Anti-trust policy still in formative state. 


Administration staking much on British 
Empire trade pacts. 


Coal commission heading for court trouble. 
T V A facing fire in Congress. 


Farm bill delays favored. 











Deal war on concentrated economic power, but conserva- 
tive Senator Glass is maneuvering to head the march 
which means legislation will not be unduly punitive. 
Bill will be advanced but not passed this spring. Admin- 
istration banking experts are split on the issue, and some 
want to tack on other banking reforms. Other attacks 
on business bigness will be framed, designed more for 
fall election fodder than for immediate passage. Borah- 
O'Mahoney business licensing plan, once ignored by New 
Dealers, is receiving increasing attention. 


Chain store tax drive is planned by drug and other 
retail associations which put over Robinson-Patman. 
Tydings-Miller, and various state anti-chain laws, with 
big war chest and pressure committees in every Con- 
gressional district to back bill written by Representative 
Patman (to be joined by 100 co-introducers) frankly to 
tax chains out of existence. Opposition will center on 
provision multiplying tax by number of states in which 
chain operates, but a “compromise” deleting this would 
leave the rate so high as to dismember big chains. Advo- 
cates give selves two years to put law through. 


Anti-trust policy is still muddled, with no legislation 
expected this year and Congress veering toward general 
study of whole problem. Inner councils badly split on 
vigorous trust-busting vs. cooperative planning with 
Roosevelt hankering to go both ways at once. Justice 
Department wants laws with more teeth and seeks fur- 
ther vengeance on oil industry following Madison vic- 
tory but lacks men and money to move fast and now 
finds self embarrassed by Congressional criticism of its 
use of criminal prosecution threats to get consent de- 
crees—unexpected backfire of complaint Department of 
Justice made of dismissal of auto-finance grand jury. 


FHA ready for new ballyhoo campaign to boost hous- 
ing now that new bill is through. Despite its doubts 
about practicality of many of the liberalized provisions 
(some of which it will attempt to correct by regula- 
tions), F HA is mighty glad to get the many “technical” 
amendments which correct weaknesses and plug loop- 
holes in its old law which it tried to cover up but which 
nevertheless threatened the stability of its insured 
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mortgage system and partly CX- 
plained why some big financial 
interests hesitated to join up 
with it. 


Trade agreements with Eng- 
land and Canada will be most 
comprehensive and far-reaching 
of entire Hull program in num- 
ber of commodities, extent of 
duty reductions, and effect on 
world politics. May result in 
unofficial but powerful economic 
U. S.-British Empire alliance of 
tremendous significance in fu- 
ture international line-ups. Sig- 
nificant coincidence is that 
Australia has removed discrim- 
inations against U. S. goods, 
thus qualifying for benefits of 
our duty reductions to other 
parts of Empire and leaving 
Germany (chief exponent of 
closed economy and exchange 
control) the only country ex- 
cluded from these benefits. Com- 
modity interests here will protest 
duty cuts, but administration is 
determined to make these agreements a real test of its 


Wide World Photo. 


reciprocity theory. 


Coal Commission faces extensive court fights to pre- 
serve its bituminous price structure. A few minor in- 
junctions have been granted already and many other 
actions are being filed. Hearings by commission this 
week and next will attempt to adjust troubles but many 
interests will not be satisfied and will rush to the courts. 
Railroads and municipalities particularly oppose system 
of fixing prices without hearings or disclosure of methods, 
and indications are courts will be severely critical of 
this practice. 


Fuel oil tax, long vainly sought by coal men, suddenly 
gets impetus as conservation measure as bituminous 
prices go up under government edict. Move is expected 
to fail but may cause much worry. 


TVA investigation probably will be voted by Congress 
this session. Friends and foes are now jockeying behind 
scenes to get the kind of probe they want, and foes have 
some big bombs to explode when time is opportune for 
their purposes. Under this threat and dire need for 
power outlets, T VA is considering bond issue to buy 
private distribution systems for lease to municipalities, 
a plan which might eventually involve some power pool- 
ing with steam plants retained by utilities—despite 
T VA’s antipathy to this. 


Freight rate increase, informed observers are wager- 
ing, will be granted by I.C.C. about end of February, 
will be somewhat less than the requested 15 per cent, 
probably around 10, on all commodities, and will be con- 
ditional on some sort of revenue pooling arrangement, 
whereby weak roads will get more benefit than strong. 
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Small business men during one of the few quiet moments of their recent 


Washington session. 


No N RA revival sentiments were tolerated by little 
business men, who denounced government interference 
in business and asked strict anti-trust enforcement. The 
independence of the independents may open some official 
eves. 


Social objectives of the New Deal were conspicuously 
absent from small business mens’ platform. No mention 
of spending for recovery, protection of the “lower third,” 
mass purchasing power, rights of labor, government con- 
trol of credit, curbs on free enterprise. Only important 
agreement with New Dealers was curbing concentration 
in merchandising. 


Business splitting plans whereby some New Dealers 
hoped to drive wedge between big and little business and 
gain support of latter got severe set-back in Washington 
conference. Little men strongly endorsed big business 
criticism of unbalanced budget, undistributed profits tax. 
capital gains tax, labor relations act, government com- 
petition, and general Administration interference with 
and hostility to business. 


Loans to business plans which New Dealers have been 
perfecting for some time as recovery “white rabbit” and 
further punishment of banks for their “capital strike” got 
partial endorsement of small business conference but 
with strings attached. Overwhelming sentiment was 
“we don’t want government money except as last resort 
—if Administration will stop scaring banks and remove 
restrictions on them we can get credit locally.” This was 
not exactly what Administration wanted, but it may be 
used as excuse for new machinery to pump Federal funds 
into business, or a broadening of the functions and powers 
of the R F C to embarking on a grand borrowing 


and lending program. (Please turn to page 614) 











lating mass purchasing power. 


No depression is turned to recovery by stimu- 


What must 


come first is the confident buying of industry. 


Debunking Economie Fallacies 


BY JOHN D. 


Economics is not an exact science. In its complex 
problems and relationships there is room for honest dif- 
ferences of opinion. There is even excuse for complete 
ignorance as to elementary economic principles—but not 
when the economically ignorant proclaim themselves to 
be the seat of all wisdom, by popular mandate; and not 
when. entrenched in political power, they play their 
economic hunches, quackeries and half-truths in a gam- 
ble with the resources and the welfare of 130,000,000 
people. 

It has been said that a little knowledge is a dangerous 
thing. So it is, but not as dangerous as the absence of 
any urge in the New Deal mind to search for the truth. 
Both to the intelligently conservative and the truly 
liberal, the fact-finding approach is the essential pre- 
liminary to sound economic or social reform. The trou- 
ble with fact-finding, however, is that the results so often 
conflict painfully with one’s preconceived notions and 
prejudices. It is much more fun to govern 130,000,000 
people by snap-judgments, possibly arrived at with the 
aid and advice of Federal “economists” unheard of prior 
to N R A and A A A, and nowadays presented to the 
populace, not through Congress, but through White 
House press conferences. 

There is no dictatorship and, of course, no force—but 
otherwise the New Deal conduct of its “public relations” 
is strikingly similar to the “propaganda ministry” tech- 
nique of any of the authoritarian states. Whatever seems 
politically expedient at the moment is good enough for 
public consumption. Self-contradictions are soon for- 
gotten. Recently the President publicly urged that in- 
dustries reduce prices to stimulate volume, while main- 
taining wage rates. Less than two years ago the Pres- 
ident stated the directly opposite view in saying that 
the “history of the 1929 to 1933 period shows that 
consumptien of goods actually declines with a declin- 
ing price level.” A few months from now the latter 
attitude—the rising price attitude—may be reinstated. 
Who knows? 

Meanwhile, as the Administration continues the great 
mystery-drama entitled “A Government in Search of an 
Alibi—and a Policy,” let us briefly examine some of the 
notable fallacies of our time and attempt to ferret out 
the truth. 





556 





C. WELDON 


Mass A high level of consumer purchasing 
Purchasing power is a desirable thing, but the factual 
Power evidence suggests that it has very little to 


do with the ups and downs of the eco- 
nomic cycle. Comparing trends of retail trade, prices, 
business activity and payrolls, you can find no semblance 
of a buyers’ strike on the part of the public just prior to 
last year’s economic slump or just prior to the declines 
of 1929 or 1923 or 1920. Invariably the first to curtail 
buying are business men. The reasons for such curtail- 
ment may vary from period to period but they all boil 
down to a common and very practical consideration: 
namely, in the judgment of the business man the outlook 
for near-term profits has become unfavorable. 

It matters not whether the profit outlook has become 
unfavorable as a result of mistakes by business men or 
as a result of factors outside of their control. Whatever 
the primary cause, an unfavorable profit outlook induces 
prompt curtailment by all who buy materials or goods 
for profit rather than for personal consumption. This 
results in decline in production and in payrolls. 

It is only after deflation has thus started and has 
assumed considerable force that we get a shrinkage in 
mass purchasing power and an accompanying psychol- 
ogy of doubt or fear which leads the consumer to defer 
purchase of all goods not of immediate necessity. Cur- 
tailment by business buyers has already knocked the 
props out from under the capital goods industries. The 
consumer’s curtailment will center on expensive things 
or luxuries, such as automobiles, furniture, radios, a fur 
coat, a new home. 

The sequence is the same in the upward economic 
cycle. If business men believe, for whatever reason or 
reasons, that the near-term profit outlook has become 
favorable, they launch a buying movement. The public 
increases its buying only after the cycle has turned, only 
after expanding production and payrolls have increased 
purchasing power and the consumer’s willingness to 
spend. Nothing that can be done to sustain or increase 
mass purchasing power by business men or by the Gov- 
ernment will of itself actually initiate a reversal of the 
present deflation. If heavy enough, renewed New Deal 
spending on the proclaimed cause of bolstering mass pur- 
chasing power would certainly turn the tide, but not for 
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the reason advanced. What would happen would be that 
annourcement of such a program would induce business 
men to believe that the nearby profit outlook had become 
favorable. They would start buying materials and goods 
and the cycle would have turned up before one dime of 
the additional Federal money reached any consumer. 
The next recovery will start when business men think 
they see promise of profit in expanding inventories and 
production. There are various possible developments in 
business or in government which could produce this 
change. We have elsewhere discussed the essentials of 
recovery and it is not our purpose here to explore them 
further. We merely make the point that the Adminis- 
tration and the labor leaders will not contribute one iota 
to recovery with the present idle talk about mass pur- 
chasing power. It has nothing to do with the immediate 


problem. 
High High wages are in the interest of the na- 
Wages __ tional economy only to the extent that they 


reflect an equitable distribution of an increas- 
ing per capita production of goods and services. The 
point can be proved by simple example. The long term 
trend in the motor industry has been increasing manu- 
facturing efficiency, increasing values and lower prices, 
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increasing volume, increasing employment, increasing 
wages—both as to hourly rates and annual earnings— 
and increasing profits. That was in the national interest. 
It mattered not that the motor worker received far 
higher pay than a worker in a textile mill or a laundry, 
for this pay represented his share of an increased value 
produced. It took nothing from the pockets of workers 
less well paid. Contrast this with the cock-eyed 
economics that have since been foisted on the motor 
industry by the labor unions, with the tacit support of 
the Roosevelt Administration. Hourly wage rates were 
increased without increase in productive efficiency and 
the work week was reduced. Thus the increased money 
wage did not represent increased value produced but 
merely an increase in cost which was passed along to 
the public in higher prices. If followed over any con- 
siderable period of time, this kind of wage kiting in in- 
dustries which directly serve the consuming public is a 
sure road to reduced volume, reduced employment, re- 
duced annual earnings for the worker. 

Neither the New Deal nor the well organized labor 
unions have contributed to the cause of a recovery in the 
actual living standard or a genuine increase in national 
income by cost-lifting wage increases of this kind. Al- 
though it is a politically delicate subject, the President 
has frowned on the high hourly wages of organized build- 
ing labor. You see, a union plumber gets $2 an hour— 
when he gets it, which is seldom. That makes it very 
expensive for anybody to hire a plumber. So plumbers 
don’t get much work or much in the way of annual in- 
come, and building lags and nobody—including the 
plumber—gets any real benefit in the long run. Indeed, 
the national economy has suffered. Well, Mr. President, 
economic truth is the same for the automobile factory 























































hand or any other worker as it is for the plumber. The 
difference is merely one of degree. Present hourly wages 
in the motor and steel industries, to cite but two, are far 
above the 1929 level, while production and national in- 
come are far below the 1929 level. If the plumber’s $2 
rate is uneconomic, from the point of view of the national 
welfare, so are the present out-of-line hourly rates in 
motors and steel. 

It may be that in time productive efficiency can be 
lifted into line with present unit labor costs or that 
through concealed thievery—inflation—prices can be 
adjusted to costs sufficiently to restore the business 
man’s incentive to seek profit. Meanwhile, we merely 
make the point that when the President and Mr. Lewis 
warn us that maintenance of present wages in the mass 
production industries is essential to mass purchasing 
power and recovery they are talking sheer nonsense. 


Since March, 1933, we have had a consid- 
erable economic recovery and a considerable 
depression—both while the Roosevelt Admin- 
istration emphasized cheap money as one of the more 
important cures for all that ailed us. We had our great- 
est period of prosperity—1923-1929—when money rates, 
as judged by present standards, were very high. The 
factual evidence is that as an instrument for aiding 
economic expansion, the cheap money policy has decided 
limitations and that it has been more than stymied by 
other and less favorable influences. The biggest bene- 
ficiary of easy money has been the New Deal, because it 
has been by far the biggest borrower of bank money in 
recent years. Most other beneficiaries have been those 
corporations least in need of such help. Companies of 
high credit rating—that is, those already earning satis- 
factory profits—have been able to reduce charges by 
refunding operations, saving something they did not im- 
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peratively need and doing so at the expense of thei 
security holders. Companies of the same type have bee 
able to raise new capital—to the limited extent that they 
so desired—but they were raising much more new capital 
in former years at much higher rates and unquestionably 
could have done so again. For the corporations most 
heavily burdened with debt, the railroads, for example, 
money is not cheap. It can’t be had. Neither can jt 
be had by new and speculative enterprises. 

This generation saw the development of the motor 
industry, the motion picture industry and the radio in- 
dustry, to name three of the new ones. Imagine, if you 
can, that we are now beginning the year 1900 but unde 
the 1938 New Deal rules of the game—high income and 
capital gains taxes which reduce the incentive of the 
well-to-do to invest in venture enterprises, a safe alter. 
native for them in the form of plenty of tax-exempt 
bonds, an undistributed earnings tax making it costly 
for any enterprise to expand by re-investing its own sur- 
plus earnings, fast increasing government regulation of 
industry, a militant organized labor movement, etc. Pic. 
ture that setting thirty-odd years ago and ask yourself 
if under those conditions the motor, motion picture and 
radio industries would have been able to develop as they 
did in fact do. 

Once more we are hearing vague talk that the Govern- 
ment is thinking about some way of providing credit or 
capital to deserving small business enterprises. We 
heard much of that in 1933, and both the Federal Re- 
serve Banks and the R F C actually went into this busi- 
ness on a small scale. They advanced very little money, 
however, because they found most small business men 
who were anxious to borrow were poor credit risks. We 
propose a logical solution. Let us say that the Govern- 
ment is now extracting $10,000 a year from the X YZ 
Peanut Whistle Company by means of the undistributed 
earnings tax. Very well, let the company raise needed 
capital by floating $10,000 of stock—and let the Govern- 
ment buy the issue! 


Prices We hear bitter complaint at Washington 
and concerning the rigidity of some _ prices, 
Volume notably as regards steel. It is blandly as- 


sumed and loudly asserted that this is a 
monopolistic price. It is also assumed, and confidently 
stated, that a lower price for steel would stimulate de- 
mand. Price is a complex question—much too complex 
for the understanding of politicians whose contact with 
the problem has been theoretical and who much prefer 
a plausible issue to the simple facts. Well, would a 
lower price for steel increase volume? Permit us—as the 
President sometimes does in his press conferences—to al- 
swer the question with another question: to wit: Would 
a lower price for copper stimulate demand? Both steel 
and copper are products bought by industry, rather than 
by the ultimate buyer of the finished things into which 
they go. 

Because copper is a raw material with a world price 
and can not be successfully pegged, the price since last 
spring has come down from 17 cents a pound to 10 cents. 
Demand has not increased. On the contrary, the lower 
the price has fallen, the less has been the buying. The 
same thing happened in the 1929-1932 depression, when 
copper fell from above 20 (Please turn to page 603) 














THE MAGAZINE OF WALL STREET 


age 
cor 
un 


oth 


citi 
inc 
wa 
ite} 
the 





of their 
ve beep 
at they 
capital 
ionably 
IS Most 
cample, 
can it 


motor 
dio in- 
, if you 
L under 
me and 
of the 
> alter- 
xempt 
costly 
vn sur- 
tion of 
» Pie. 
ourself 
re and 
is they 


overn- 
elit or 
. We 
al Re- 
s busi- 
noney, 
S men 
3. We 
overn- 
K ¥¥ 
ibuted 
1eeded 
overn- 


ington 
prices, 
ly as- 
s isa 
lently 
te de- 
mplex 

with 
prefer 
uld a 
us the 
to al- 
Vould 
- steel 
- than 
which 


price 
e last 
cents. 
lower 

The 
when 
603) 


REET 


+ 
ELECTRICITY 1.5% 


BY FRANCIS 


dix most successful politician is the one who can fool 
most of the people most of the time. Strangely enough, 
he doesn’t have to think up new tricks for fooling most 
of the people most of the time. The tried and true 
“issues” that have proved to be vote-getters from time 
immemorial are good enough, if presented with skilled 
theatrical setting. 

The all-time champion political issue is—you guessed 
it—the power trust.” While the factual record, unfor- 
tunately, is missing, it is a safe assumption that this 
issue was born in the mind of some up and coming candi- 
date for public office within six months after the first 
generating plant was set up. Politicians have been using 
it successfully ever since. 

If this faked issue were really important to the aver- 
age American in terms of his living cost, the political 
commotion of which it is the perennial center would be 
understandable. The fact is, however, that electricity 
is a veritable trifle as compared with the cost of most 
other necessities of life, not to speak of the luxuries. 

For example, a W P A survey of 59 representative 
cities recently showed that out of an average family 
income of $1,260 the average expenditure for electricity 
was 1.5 per cent of the total. Out of twelve living cost 
items classified, this was by far the smallest. It was less 
than was spent for ice, less than half what was spent for 
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The Mountain 
that is 
a Mole Hill 


The Real Significance of 
the Electric Bill to 


the Consumer 


FULLERTON 





The average American family pays $34 a year 
for the electricity which lights its home and runs 
such gadgets as the radio, iron, vacuum cleaner, 
toaster, etc. This is less than 10 cents a day. It is 
much less than the price of a quart of milk or of a 
package of cigarettes. Yet the “utility problem" is 
the hottest issue of our time. It is by far the big- 
gest political mountain ever built out of so tiny a 
mole hill. 





insurance and less than a quarter of expenditures for 
amusement and recreation. The segments of the circu- 
lar chart on this page give a complete picture of the 
findings of this W P A survey. Food, housing and cloth- 
ing are, of course, the Big Three in the average family’s 
cost of living. It may be that higher food prices are 
in the national interest, since the farmers, too, must 
live—but it is nevertheless provocative of thought that 
the increase in the cost of food in recent years is many 
times the total cost of the national bill for domestic 


electricity. But that, it seems, is not an issue. 








Taking 


Profits 


from 


Salt Water 


Dow Chemical's Unusual Business 


BY HENRY RICHMOND, JR. 


Wars you go to the seashore next summer and a wave 
comes and empties the ocean inside vou it will taste of 
salt. The taste, however, gives hardly more than an 
inkling of what your system is being asked to absorb. 
Every swallow of sea water contains in the neighborhood 
of 3% per cent of solids. About 2.6 per cent will be so- 
dium chloride, or common salt, about .3 per cent will be 
magnesium chloride, about .2 per cent magnesium. sul- 
phate, about .1 per cent calcium sulphate, about .07 per 
cent potassium chloride and there will be a small per- 
centage of magnesium bromide. 

The degree of concentration varies with different parts 
of the ocean. There will be a greater concentration of 
solids in the water near the equator and an abnormally 
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ng Dowmetal, Industry's lightest structural metal. 


heavy concentration in such inland desolations as the 
Dead Sea. In many parts of the world heavy concen- 
trations are found in natural brine wells. 

It is all very well, however, to say that sea water or 
brine is so and so by laboratory analysis. The trick is to 
extract the valuable raw materials from the water and do 
it on a commercial scale and at a cost which will be rea- 
sonable. And it is this trick that the Dow Chemical Co. 
has learned to do to perfection. 

The company as it is today dates from 1897. It was. 
born of several previously formed organizations, the mo- 
tivating force behind which was Dr. Herbert Henry Dow 
and his new process for obtaining bromine direct from un- 
heated crude brines. Operations centered around Mid- 
land, Michigan, where there exists an 
apparently inhaustible supply of 
brine and it is here that the com- 
* pany still maintains its principal 
plant and executive offices. 

Athough it started with bromine 
only, it was not very long before the 
Dow organization was __ utilizing 
other components contained in its 
supply of raw material. It began to 
produce chlorine and hence bleach- 
ing powders from the sodium chlo- 
ride in the brine; and for some years. 
the new line did very well. Eventu- 
ally, competition forced the com- 
pany into still newer fields and, with 
the development of a new type of 
electric cell, it became a producer 
of caustic soda—also from the 
humble sodium chloride. 


‘ 








No layman can hope to under- 
stand—from a chemical standpoint 
—the ramifications of The Dow 
Chemical Co. as it is today. By 
combination and recombination of 
the elements found in brine or sea 
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craft where its lightness has obvious advantages. 



























Huge rotary dryer used by Dow in manufacturing epsom salts. 


water, and by development of various coal tar products, 
The Dow Chemical Co. produces literally hundreds of 
useful chemicals. To quote the prospectus covering an 
issue of debentures which the company sold last vear: 
“The company is a large producer of industrial chemi- 
als, dyes and intermediates, such as ethylene dibromide 
and other bromides, synthetic phenols, chlorbenzol, cal- 
cium chloride, carbon tetrachloride, carbon bisulphide, 
tetrachlorethylene, caustic soda, sodium sulphide. acetic 
anhydride, sodium acetate, magnesium chloride, common 
salt, indigo and allied dyes and aniline oil.” 

The market for these chemicals is an exceedingly wide 
one. Indeed, it is hardly too much to say that there are 
no industries—one might even say no individuals as in- 
dividuals—that are not customers for Dow’s products. 
Among the more important outlets are the petroleum, 
plastic, rayon, textile, dye, leather and rubber indus- 
tries. From the bromine, bromides are made, the great- 
est single use for which is in photography: the sensitive 
coating on a film is silver bromide. Then, of course, 
bromides are important pharmaceuticals, as are many 
of the other products which the company manufactures. 
It is a large producer of aspirin, for example. 

In addition, The Dow Chemical Co. engages in certain 
activities which the layman will more readily appreciate. 
Among these is the production of the metal magnesium 
by electrolysis from the magnesium chloride obtained 
from the brine. While this metal is popularly associated 
with certain fireworks and the blinding flash of night 
time photography, it possesses other qualities besides the 
one of being remarkably combustible when finely divided 
or when prepared as foil or ribbon. 

Alloyed with small quantities of aluminum and other 
metals it gives a series of magnesium alloys which The 
Dow Chemical Co. sells under the registered trade-name 
“Dowmetal.” A good third lighter than aluminum, 
“‘Dowmetal” is constantly increasing its range of ap- 
plications. It is being used in a number of places in air- 
It is 
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found also in machinery, certain 
portable tools and in household 
appliances. “Dowmetal” is 
available in a number of differ- 
ent forms and the _ producer 
claims an exceptionable ma- 
chinability which frequently re- 
sults in savings in production 
costs. 

About seventeen miles south 
of the City of Wilmington in 
North Carolina the Ethyl-Dow 
Chemical Co. is the owner of 
more than three hundred acres 
of land on which there has been 
erected a modern plant for the 
extraction of bromine from sea 


water. This bromine is manu- 
factured into ethylene dibro- 


mide, all of which is sold to the 
Ethyl Gasoline Corp. The 
chemical is vital to the use of 
the famous tetraethyl lead in 
anti-knock gasolines, for which 
the market is very wide and 
without too much competition. 

There is enormous potential wealth in sea water— 
common salt, Epsom salts and practically all the known 
metals, including gold and silver. Although the secret 
is still a hidden one, the record is such that one can al- 
most assume that when the time comes for sea water to 
be fully utilized The Dow Chemical Co. and its 50 per 
cent-owned affiliate, Ethyl-Dow will be in the forefront 
of developments. 

As it is, there is another company—this time a fully 
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owned subsidiary—operating in California which, by 
utilizing the waste salt water from oil fields, is responsi- 
ble for practically all the United States production of 
iodine. Unfortunately, because of importations from 
abroad, this subsidiary has not enjoyed a profitable 
record. 

The Dow Chemical Co. owns 75 per cent of the capital 
stock of Midland Ammonia Co., the latter obtaining a 
hydrogen supply from the parent com- 
pany which it uses for the production aay 
of synthetic ammonia. Then there is — 
the Cliffs Dow Chemical Co. whose op- 
erations center at Marquette, Michi- 
gan, and consist of the destructive dis- 
tillation of wood to produce finally 
methanol, methyl acetome, acetic acid 
and other acids and oils. 

Nor is this all: there was formed in 
1932 yet another fully-owned subsid- 
iary, Dowell, Inc. This company, op- 
erating under patents which have been 
found valid by the courts, has a process 
for mcreasing the flow of oil wells. The 
principle is the introduction into the 
well of an acid which will open up the 
oil bearing strata without at the same 
time attacking the steel casing. By the 
use of an inhibitor with the acid, together with the care- 
ful technical control of gas flow and the like, Dow has 
treated literally thousands of wells with an average gain 
in production which might well be as much as 500 per 
cent. 

The financial record of The Dow Chemical Co. is just 
what one might expect of a company that has made such 
remarkable and consistent technical progress. Stock 
which could be bought for $40 a share in 1923 was sell- 
ing above $450 a share by 1929. It was then split four- 
for-one and, although the new stock did not escape the 
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Photo ry Fairchild Aerial Surveys, courtesy Dow Chemical Co. 


Dow Chemical Company's main plant at Midland, Michigan. 








Cigarette cases made of ethyl! cellu- 
lose plastic—a Dow product. 












general collapse that set in during the fall of 1929, it 
never plumbed the depths that many issues saw. Some 
$21 a share was the lowest at which the new stock sold 
in 1932 and by the early part of last year it was selling 
for some eight times this sum. Today’s price is about 
$93 a share. 
The Dow Chemical Co. is the type of organization for 
which almost anyone can see a bright future so long as 
general business is not too thoroughly 
“ex demoralized. Hence, except at the very 
— worst of a depression as in 1932, the 
company’s stock has always sold ata 
liberal ratio to earning power. For the 
fiscal year to May 31, last, a consoli- 
dated net income of $4,089,113 was 
reported, compared with a net of $4, 
384,510 for the previous fiscal year, 
These two figures, after dividends on 
the preferred, are equivalent to $4.15 
and $4.42 a share on the outstanding 
common stock, respectively. In the cal- 
endar year 1937 total dividends of $3.35 
a share on the common were paid. 
The company issued an unaudited re- 
port for the six months to November 
30, 1937, which showed a consolidated 
net profit of $2,381,137, after interest, 
other charges and taxes other than the tax on undis- 
tributed profits. This was equivalent to $2.44 a share 
on the outstanding common. No direct comparison with 
a corresponding interim period is available. 
Considerable changes have been made in the capitali- 
zation of the Dow Chemical Co. in recent years. In May 
of 1936 owners of an issue of 7 per cent preferred stock 
were given the choice of exchanging their holdings on a 
share-for-share basis for new 5 per cent preferred stock or 
having them called at $105 a share. The latest balance 
sheet showed that there were (Please turn to page 607) 


Pigg 





THE MAGAZINE OF WALL STREET 











clo 
thi 
In 
wh 
vel 
its 
les: 
5 
on 
bul 
tro 
the 
fre, 
hoy 


we 









1929, it 

Some 
ck sold 
- Selling 
; about 


tion for 
long as 
roughly 
he very 
32, the 
Id ata 
For the 
-onsoli- 
13 was 
of $4, 
1 year. 
nds on 
» $4.15 
anding 
he eal- 
if $3.35 
id. 
ited re- 
yember 
lidated 
iterest, 
undis- 
share 
n with 


ipitali- 
n May 

stock 
Ss ona 
ock or 
alance 
e 607) 















Annual Dividend Foreeast 


= Ghanges are likely 
to be numerous in the months 
to come. This is not strange 
when one considers the broad 
differences in the industrial 
picture between now and a 
vear ago. In the fore part of 
1937 business was near the 
peak in the recovery move- 
ment and, while it was con- 
cerned over mounting labor 
costs and taxes, volume was 
high and earnings substantial. 
Since then activity has dropped 
precipitously in some indus- 


Part Ii. 
Liquors, Chemicals, 
Tobacco, 


Motors, Motor Accessories, 


Foods, Sugar, 


and Moving Pictures 





Two fundamental factors, the industry and the com- 


pany itself, are used to form our ratings. 


The 


letters, A, B, C, D, are used in connection with the 
industry according te the current and prospective 
activity in the field. These letters are not con- 
cerned in any way with individual companies. The 
numbers, |, 2, 3, 4, are used for rating the company 
on its earning power, current and prospective. 


INDUSTRY 
A—Active, further progress indi- 
cated. 


B—Active, further progress may 
slow. 


C—Depres:'d, prospect for re- 





. ° veery favorable. 
tries and whereas prospects in- 


dicate general improvement as 
the year advances, consider- 


D—Depressed, no nearby im- 
provement indicated. 


COMPANY 


earning power; sub- 
stantial gains indicated. 


1—Good 


2—1mp t in i ex- 
pected. 





3—Gain in earning power may 


increases will be few in nearby 
months. 

Under such circumstances 
the outlook for dividends is of 
more than ordinary impor- 
tance to investors, and it is 
hoped that this year’s Divi- 
dend Forecast will be of special 
value. 

Part I covering Public Utili- 
ties, Steels, Oils, Metals, Ma- 
chinery, and the various equip- 
ments appeared in the issue of 
January 29. Part II dealing 
with Movies, Liquors, Motors 


e@ siow. . 
and Motor Accessories, Foods, 


Tobacco and Chemicals is pre- 
sented herewith. Part III 


4—E£arnings outlook unfavor- 
able. 





able uncertainty will doubt- 

less mark the first quarter and perhaps the second. 
With profits well under last year in many companies, 

no little conservatism regarding dividends may prevail. 

While many companies in industries enjoying more or less 

sustained volume will no doubt maintain present rates. 


covering the Railroads, Avia- 
tion, Building, Merchandising and Miscellaneous Special- 
ties will be published in the issue of February 26. 
The tables and comments comprising this feature are 
accompanied by our investment ratings which are ex- 
plained in the table on this page. 





Motor Outlook Highly Uncertain 


Some Seasonal Revival Likely in Spring 


Bes decline in retail sales of automobiles during the 
closing weeks of 1937 was the sharpest on record, and 
thus far in 1938 demand has shown little or no recovery. 
In the industry itself there is surprise at the speed with 
which sales fell off, since there has been no change as 
yet in the status of consumer buying power sufficient of 
itself to reduce number of buyers by 50 per cent in 
less than three months. 

There are several explanations. Higher average prices 
on the 1938 cars probably had something to do with it 
but this certainly could not have been the biggest 
trouble. Much more pertinent is the probability that 
the lessons of the 1929-1933 depression are still very 
fresh in the minds of most Americans. No matter how 
hopeful business men may be in their public utterances, 
we have seen them shorten sail recently much more 
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promptly than they did in 1930. There is every reason 
to assume that potential buyers of automobiles have 
been equally prompt in adopting a similar cautious atti- 
tude. Many of them, although not yet pinched, are 
making mental reservations as to what their incomes 
may be some months hence. Many remember how hard 
it was to keep up installment payments on motor cars 
back in 1931 or 1932. 

Moreover, we think it quite probable that the normal 
seasonal shrinkage in demand for automobiles has re- 
asserted itself this year and that this factor is not 
receiving adequate attention. Prior to 1935, the closing 
weeks of the year always represented the seasonal low 
in motor sales. In that year introduction of new models 
was moved up to early November. This novelty attracted 
wide public attention, partly because many of the 1936 
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this contraseasonal rise was even more marked and, 
looking back, we can see that distribution of the Vet- 


erans bonus of some $2,000,000,000 in the summer of 


1936 was mainly responsible. Prudent observers, of 
course, have held all along that it would take more 
than a couple of years to determine accurately the results 
of the change in timing of new models. The November 
introductions have certainly altered 
seasonal production trends, but 
whether the change has really altered 
the consumer’s buying habits as 
much as appeared to be indicated by 
1935 and 1936 results is somewhat to 
be doubted. This consideration is 
pertinent to the automobile outlook, 
for if potential buyers have reverted 
—in the absence of abnormal induce- 
ment—to former seasonal buying 
habits, the motor industry’s present 
alarm may prove to have been ex- 
aggerated. 

It can not be denied that there 
are some major uncertainties in the 
picture, which is why the leading 
producers are cautiously adjusting 
output from week to week in an 
effort to gear it closely to actual 
needs of dealers. From all reports 
inventories of used cars—two of which must be sold. on 
the average, for each new car deltailed—are showing no 
appreciable reduction from recent record high levels. 
Reduction in industrial payrolls, as a result of lay-offs 
and curtailed hours, has hit the used car market rather 
harder than the new car market. Total field stocks of 
both used and new cars, however. are now about as 
large as dealers can be expected to handle. It is there- 
fore likely that the industry’s February output will be 
less than that of January. March normally brings a 
seasonal rise in production but whether it will amount 
to much this year will depend on an early reduction of 
excessive inventories of both new and used cars. 

The biggest uncertainty, however, is the general eco- 
nomic trend. One can cite the precedent of past depres- 
sions and argue that production is about as low as it 
usually goes in this country, that we ought to be at or 
not far from bottom and that recovery should put in 
its appearance by spring. That may be—but in some 


Courtesy Buick Motor 


models incorporated significant charges. The effect was 
to boost November and December sales. A year later 





respects, notably the rules under which the New Deal 
political monopoly may or may not permit business to 
‘operate, this present situation is without precedent. Does 
anybody know whether raw material prices are on bot- 
tom, whether consumer purchasing power will shrink 
over the next several months or remain at about the 
present level, whether the Government will sufficiently 
modify and clarify its policies as to permit resumption 
of confident private investment, whether the Government 
will soon revert to pump-priming 
expenditures? Nobody in_ business 
can answer these questions, and from 
the available evidence to date Wash- 
ington also remains without the 
answer. 

Yet it is upon such “ifs” that the 
automobile outlook for the first half 
of this year depends. Under the cir- 
cumstances the analyst may be par- 
doned for the conclusion, unillumi- 
nating as it is, that demand for mo- 
tor cars during the first half of this 
year may prove better than the im- 
mediate evidence suggests or may 
prove worse than most pessimists 
fear. The one certainty is that, in 
no event, can sales come anywhere 
near the levels of the first half of 
1937. This means that earnings and 
dividends of the motor manufactur- 
ers and of the makers of accessories will be materially 
less favorable than a year ago, especially if the labor 
unions in this field—aided by the high wage philosophy 
publicly expressed by President Roosevelt—succeed in 
clinging to hourly rates of pay which in percentage are 
farther above the level of 1929 than anything but the 
public debt. 

It isa flexible and efficient industry, however, and even 
at the low first quarter rate of operations some earning 
power will be shown by the leading enterprises. Cash and 
working capital positions are generally good, so that divi- 
dend policy of most companies will be as generous as is 
consistent with prudent management—and __ prudent 
management must take into account serious economic 
uncertainty on the one hand and, on the other hand, un- 
certainty as to how dividend policy may be affected by 
changes to be made in the Federal tax system at the 
present session of Congress. The long term growth of 
this industry, of course, has flattened out. 
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Position of Leading Motor Stocks 





Price Range Divs. 
per Share Recent Paid Market 
COMPANY 1936 1937E High Low Price 1937 Rating COMMENT 

Chrysier....... 14.25 13.50 13514 461/2 50 10.00 B-3 Both earnings and dividends expected to be lower in 1938 
than in 1937. 

Ford Motor, Canada A" ‘ 2.02 NF 293, 14 17 1.00 B-3 Has been expanding and earnings for last year may well be 
higher than in 1936. 

Ford Motor, Ltd....... ey 5.5% NF Bi, 5 Outlook for earnings and dividends believed reasonably good, 








5 0.213 B-3 
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Position of Leading Motor Stocks—(Continued) 








































































































































































































































































































































. Does 
mn. bot- ——— ommend os 
bot ey el Price Range Divs. 

shrink per Sha 937 Recent Paid Market 

ut th COMPANY 1936 1937E High Low Price 1937 Rating COMMENT 
e — ——— = ee a 
as General Motors............-.00.000- 5.35 4.48 70, 2854 32 3.75 B-3 Unit sales last year established a new high record; profits 
C lently however, were lower. Earnings figure for f 937 is an officiel 
: estimate. 

mption £ = eel 

rnment Graham-Paige............-....---+- def def 4%, 1398 1 B-4 Staring to ship new Graham-Bradley tractor to Sears, Roebuck. 

rimin NS eas aeiotstiaw aan aaa 2.14 0.25 231, 4 7 0.25 B-3 Dividend of 25 cents paid in December was the first since 1932. 

is 8 Entering low-priced field in competition with Ford et al. 

us Fe ee a ee oa. _s mie i = ae sme 

a acl DN hea no rs Wigs hs TS eos def def 4, 1% 1 é B-4 Resumes production. Outlook obscure. 

d fro EERIE ayn 

Wa . Mack Trucks...........0s.00.- 2.41 2.50 624, 17% 19 1.25 -3 Year-end extra in 1937 was 25 cents against 50 cents in 1936. 

sh- peace = race nee ah OR 
Nash-Kelvinator NF NF 245 5 9 1.00 -3 Latest payment was 121 cents compared with 25 cents in the 
it the previous quarter. Reported a loss of nearly $800,000 in 
quarter ended 12/31/37. 

at th Gi cavaas ny a5 0.47 0.10a 12%, 4 4 0.25 B-3 Su bstantial _changes made | in 1938-models. Dividend pay- 

at the ments Price 

. half | URES Shen oar ‘ def def 9 1% 2 B-4 Recurring losses have been reported in recent years. 

co Studebaker.............. 1.01 0.23 20 3 5 B-3 Dividends over the near term are a remote prospect. 

ye par- aes : — 

‘ I : White Motor............. 1.09 1.046 33%, 6 10 B-3 An exceptionally well entrenched trade position is reassuring 

lumi- for the future. 

or Mo- Tee. | gf Re aR 1.36 0.71a 3734 TI 12 B-3 Dividend arrears on the preferred as of 1/3/38 totaled $14 a 

of this TS —— = ————— —_ — — —— a TT — —— 

he im- E—Estimated. NF— Not “available. 2—First nine months. b—First six months. 

* may 

simists 

© ege & 

at, in Position of Leading Motor Accessory Stocks 

where 

a If of _ —s ; Earned 7 : les Benes a Divs. - 

rs and per Share _ 1937 Recent Paid Market 

ais COMPANY 1936 1937E High Low Price 1937 Rating COMMENT 

actur- Bendix Aviation.......... 1.44 1.20 301% 8, 11 1.00 B-3 Reguler quarterly ‘dividend of 25. cents fairly safe unless there 

arially should be a further material int of the dep 
labor Bohn Aluminum... . 4.48 5.80 4814 1 26 4.00 B-3 Should continue to show substantial earnings despite prospective 

let-down in automobile activity. 

sophy SS ee — 

ei | beh, SS OSO Ce rer ee 3.56 3.30 50%, 225, 22 2.50 B-3 Somewhat lower earnings and dividends expected for 1938. 

ve are Briggs Manufacturing... .... 5.26 4.90 59% 18 21 4.00 B-3 Moderately lower earnings in prospect. 

it the Briggs & Stratton... .. 3.24 4.30 53% 22 25 3.50 B-3 Did well last year, but some decline in prospect. 

Budd Manufacturing 0.34 0.53a 14% 2%, 5 B-3 Large accumulations on the preferred make common distributions 
remote. 

| cv Budd Wheel oe 0.77 0.70 13 21%, 4 0.20 . B-3 Whether there will be a mid-year dividend this year as there was 

rhning last depends upon the course of earnings. 

h and Campbell Wynant & Cannon. 3.03 3.00 373% 10 12 1.25 B-3 Last year’s dividends were conservative in relation to earnings. 
divi- Clark Equipment........... 1.82 5.00 48 17%, 19 1.80* B-3 Paid a year-end extra in 1937 of $3 in $100 7% preferred stock. 
as 18 Cleveland Graphite Bronze. . 3.85 5.07a 48, 191, 20 2.80 B-3 Earnings believed to have declined sharply in the last quarter of 

ident S eS ye — 

romie Collins & Aikman........... 8.156 4.81¢ 6234 18 20 5.03 B-3 Business in both household furnishings and automobile fabrics has 

declined. 

I, un- Eaton Manufacturing........ 3.43 3.078 37% 7 15% 16 2.75 B-3 Dividend of 25 cents payable 2/15/38. Previous payments, 

od by 75 cents, 11/15/37 and a special of 25 cents 12/24/37. 

t the Electric Auto-Lite.......... 3.51 3.00 45% 14% 17 2.60 B-3 Recently there has been a curtailment of operati because of 

th of on — ~ _— 

Firestone Tire & Rubber. . . 3.28d 3.33d 41%, 16% 20 2.00 B-3 = for the last fiscal year were the highest in the company’s 
istory. 

Goodrich, B. F. . 4.03 42 90e 5014 12% 15 1.00 B-3 Has been expanding outside the Akron rubber district. 

= Goodyear Tire & Rubber. 3.90 3. 18 47Yo 16% 48 2.50 B-3 Additional dividend of 50 cents payable in December. 

Houdaille Hershey ‘‘B".... 2.25 2. 20 27% 6 9 1.50 B-3 Stock has fluctuated widely with automobile activity. 

Kelsey-Hayes Wheel ‘‘'B’’. . 1.91 1.46a 19% 4 4 B-3 Need for an fi | prevented dividends on 
both the “A” are SB ne last year. 

a, Marlin Rockwell. 4.81 3.89a 51% 24 26 4.75 B-3 Stockholders were treated liberally during 1937. 

Midland Steel Products. . 5.47 6.20 481% 15 21 5.00 B-3 As . major supplier of frames and axle housings company will 
feel let-down in automobile activity. 

. 1938 Motor Products......... 3.51 5.50 38% 12% 16 5.00 B-3 Last year's dividends ran close to estimated earnings. 

Motor Wheel......... 2.12 1.87a 26 8% 11 1.60 B-3 To build entire wheel equipment for new Hudson 112. 
vell be Murray Corp. of America 0.98 0.89a 20%, 3 6 0.25 B-3 Paid a year- ae dividend of 25 cents in 1937, against 50 cents 
at the end of 1936. 
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Raybestos-Manhattan. . 
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Earnings for last year should run considerably better than 1936. 
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Position of Leading Motor Accessory Stocks—(Continued) 


















































Earned Price Range Divs. 
COMPANY ah ee aa tw | ee COMMENT 
Reynolds Spring. ....... 2.11 0.86a 34% 5% 7 0.75 B-3 oe taken on dividend normally payable at the end of las 
Spicer Manufacturing................... 4.26 2.75a 35 10 12 2.00 B-3 $2 dividend paid in October was the same amount as the distriby. 
tion in 1936. 
Stewart-Warner....... Noting Vaan con 1.70 1.67a 21 she ° " 1.00 ; 'B-3 Diversification should cushion effect of lower automobile sales, 
| eae eee 0.30 0.57a 1314 ; 2 3 ate B-3 Outlook depends largely on the course of motor sales. 
NS ee 2.58 2.87a 287, 10 12 1.70 ‘ B-3 Aircraft and diesel business should help to sustain earnings. 
Timken-Detroit Axle................... 2.03 0.88e 28%, 8%, +a 1.50 1 B-3 ~ Earnings la:t year may be somewhat lower than in 1936. 
Timken Roller Bearing................ 3.84 5.00 79 36 38 5.00 B-3 Reduces dividend. 25 cents payable 3/5/38. 
Rn ees cease 3.31 1.23e 72%, 20 7 26 B-3 Payments on the common may still be some time away. 
Young Spring & Wire................2.. 4.65 3.09a 4672 12% 15 2.25 B-3 No action taken on dividend normally payable 1/3/38. 








. E—E£stimated. a—Nine months. b—Year ended 2/27/37. 


stoc 


¢—Nine months to 11/27/37. d—Year ended Oct. 31. 


e—Six months. *—Plus extra in 





Liquors Contend With Lower Prices 


S, FAR as the statistical position of the liquor industry 
is concerned, much of the apprehension which was felt 
a year ago over mounting stocks in warehouses has 
been dissipated. Total production of whisky last year 
amounted to 155,700,000 gallons as compared with 
235,000,000 in 1936, with the curtailment in output hav- 
ing been particularly pronounced in the final six months. 
Withdrawals in 1987 totaled 68,300,000 gallons and at 
the end of the year stocks of whisky on hand amounted 
to 452,403,000 gallons, as compared with 374,467,000 
gallons at the end of 1936. Present supplies are equal 
to about 614 years’ requirements based on consumption 
in 1937. Although supplies appear large in relation to 
consumption, the industry does not regard them as bur- 
densome in view of the necessity of building up stocks 
of aging liquor. At the end of last October, more than 
370,000,000 gallons of warehouse stocks were less than 
two years old, while less than 19,000,000 gallons were 
from three to four years old. Recent indications are that 
current production will be on a sharply reduced basis, 
with output limited practically to replacement require- 
ments. 

Leading distillers, however, are more concerned over 
the possible effect of general business recession upon 
their sales, and the increasing competitive advantage 


falling to local distillers and rectifiers at the expense of 
nationally advertised brands. Whisky withdrawals in 
the final quarter of last year were off sharply from the 
1936 level, the decline in December having been 23 per 
cent. Some of the decline was doubtless due to heavy 
pre-holiday stocking by retailers, but the decline in gen- 
eral business was undoubtedly a contributory factor. 
Consumers have shown an increasing disposition to 
“shop” for their liquor and as a result the comparatively 
unknown brands of smaller distillers and bottlers have 
picked up considerable sales volume. Considerable 
pressure has been brought to bear on the prices of 
nationally advertised brands and it would not be sur- 
prising if prices generally are revised downward on a 
sweeping scale in the near future. Additional competi- 
tive pressure is also created by the sustained popularity 
of imported Scotch and Canadian whiskies as evidenced 
by the sustained high level of importations. 

On the whole, it appears likely that earnings of lead- 
ing distillers have seen their peak, at least for the time 
being. A large part of their working capital is still 
necessarily tied up in inventories, and in some instances 
bank loans are sizable, both of which conditions will 
continue to limit dividends to a conservative proportion 
of earnings. 





Position of Leading Liquor Stocks 



































sj Earned Price Range Divs. 
per Share Recent Paid Market 
COMPANY 1936 1937 High Low Price 1937 Rating COMMENT 
Distillers Corp.-Seagrams . 1.07¢ 1.25¢ 29 10 13 0.50 B-3 Finances strengthened. Further divs. possible. 
National Distillers. . 2.00a 2.01a 35 17 20 2.75 B-3 No change in present 50-cent quarterly payment likely. 
Hiram Walker-Gooderham Worts..... 2.456 2.956 515% 32 40 2.50 B-3 Earnings lend good support to present $1 quarterly dividend. 
Schenloy Didiillers........ 0... s2ccescss 3.96a 3.11a 513% 22 22 3.00 B-3 Company reported to have large bank loans, which may limit 


a—-9 mos. to Sept. 30. 6—3 mos. to Nov. 30. c—3 mos. to Oct. 31. 


dividends. 
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= gradually achieved a place of key impor- 
tance in industry, chemical producers are now tasting the 
less palatable results of their position. After several 
years of growing volume at firm prices, 
lines are Showing marked decreases in sales and several, 
carbon black for instance, have suffered in price. Pre- 
cisely because of the nation’s growing dependence upon 
chemical processes, the output of the industry is proving 
more sensitive to general business activity and confi- 
dence. 

As would be expected, lack of confidence has caused 


} amore precipitous drop in new orders than in consump- 


tion, with stocks on hand reduced by now to somewhere 
near the minimum practicable level. The decline in 
orders and shipments, therefore, should continue only 
with a further slump in general business activity, and 
any pickup in the latter should be quickly felt in the 
demand for chemicals. Meanwhile, first quarter results 
seem bound to make somewhat less favorable compari- 
sons with those of a year ago. Lower volume will mean 
restricted profit margins, even if the general average of 
since overhead costs are 
important and development expenses are constant. Du- 
pont, for example, spent $5,800,000, or over 50c a share, 
on research in the depression vear 1933. 

The longer term outlook is more encouraging. Most 


Chemicals Have Long Term Investment Appeal 


most of their . 


of the group have given definite proof of their ability 
not only to resist a downtrend but to move ahead at 
each opportunity. Of the twenty-one companies listed 
here, exactly two-thirds of them preserved unbroken 
records for both earnings and dividends on their common 
stocks from 1929 to the present, and most of the balance 
did better than the average industrial enterprise. While 
the search for “depression-proof” industries is a difficult 
one, the chemicals at least offer the secular growth which 
makes an investment eventually profitable even when 
initiated during a period of new highs in earnings, divi- 
dends and prices. Fourteen of these twenty-one compa- 
nies earned more for their common stockholders in 1936 
1937, or both, than they did in 1929. Two of the 
others now report earnings on a different basis, making 
comparisons misleading, and one was not in business in 
1929. The record of progress from peak to peak thus 
includes 78 per cent of the comparable enterprises. 
The conclusion must be that the chemicals are entitled 
to high rating as long-term investments. Their earnings 
will be damaged by such business slumps as the present 
one, but are likely to suffer less and to recover earlier 
than those of most other groups. Opportunities to buy 
them on a reasonably low price-earnings basis are rare 
and should be accepted at the first definite sign that busi- 
ness has entered another upswing. 





Position of Leading Chemical Stocks 



























































































































































Seemed Price Range Divs. 
per Share 7 Recent Paid Market 
__COMPANY = 1936 _1937E__Hish Low Price 1937 __ Rating coe : 
*Air Reduction.............. 2.79 3.00 801, 44 48%, 3.00 A-3 Paid regular of 25 cents and extra of equal amount 1/15/38. 
i el, - es ____ Should continue. 
*Allied Chemical & Dye............... 11.44 14.00 25814 145 163 7.50 A-3 Strong asset position and diversified business. Dividend secure. 
American Agricult. Chem............... 4.716 8.866 1011/4 53% 7.75 B-3 Earned 63 cents in 6 months to December against 77 cents a year 
sae earlier. Dependent on farm prosperity. 
American Commercial Alcohol........... _ 1.72¢ 2.53¢ 30%, 8, 111% -50h _B-3 _ Liquor prices ttled; dividends highly uncertai 
American Cyanamid “B"....... 4.77 2.20 37 17% 244%, 1.60 A-3 Augmented working capital has strengthened position. No higher 
=——! — dividend expected. 

oD, rere orate: 4.21 4.40a 94 38 3.75 A-3__Rapid earnings gains unlikely but dividends reasonably secure. 
Columbian Carbon................ 7.48 8.75 125%, 65 65% 6.50 B-3 Use of carbon black varies with tire production; gas sales help 

— stability. y 
Commercial Solvents............ faa __ 85 -60 2114 5 -60 B-3 Dividends should be generous if earnings hold up. 
*Dow Chemical................ ; 4.48f 4.17 15914 791% 3.35 A-3 See Page 5€0. No change in dividend rate expected. Earned 

_ ae _ $2.44 in 6 months to Nov. 30th. 
tdu Pont de Nemours............ 7.56 7.29a 1801 98 111%, 6.25 A-3 i 23% Da in sales forecast for first half; long-term outlook 
= J << be sae favorable. 
*Freeport Sulphur................ 2.43 3.30a 321%, 18 25% 1.50 A-3 Present $2 rate secure. Consumers well diversified. 
Hercules Powder.............. 3.16 2.97a 92/0 50 523% 3.00 A-3 Cellulose products should mitigate drop in sales volume. 
Heyden Chemical............... 3.56 4.25 47, 31 2.50 A-3 Ph tical sales and prices holding up. 
Mathieson Alkali........ ae _1.76 1.814 41%, 22 23%, 1.65 A-3 Consuming industries have tracted operations sharply. 
*Monsanto Chemical... .. . cet : 4.01 4.60 1071 71 80% 3.00 A-3 To issue about 127,500 shares in acquisition of Fiberloid Corp. 
Newport Industries......... ; -60c 2.15¢ 415%, 101/, 155% 2.00g A-3 Prices and volume fell in fourth quarter. Dividend uncertain. __ 
Texas Gulf Sulphur... .... 2.57 3.00 44 23%, 30% 2.75 A-3 1937 domestic sales up 18%; foreign up 25%. 
*Union Carbide........ 4.14 4.60 111 6114, 70% 3.20 A-3 pe vy for further progress when steel and railroad buying 
od Se tS a eee ae ed Reale eos | picks up. 

United Carbon. F 5.54 625 91 36% 41 4.50 B-3 Natural gas more profitable than carbon black. : 
U.S. Industrial Alcohol... soe: 20d 1.40 43% 16% 19% .... B-3 _Anti-freeze sales will favorably influence first quarter earnings. — 
Westvaco Oo VERSE ere Te Oe 1.39 1.50 27%, 10%, 13 1.00 A-3 Moderately lower first quarter i pected 














E—Estimated. *—In our epision, the more attractive profit opportunities. 
Sept. 30th. d—Deficit. f—Fiscal year ended May 31st. 


a—Actual earnings. 
g—Includes $1.50 in ten-year 5% notes. 


e—Nine months ended 


b—Fiscal year ended June 30th. 
h—Plus stock. 


















Mixed Prospects Among Food Companies 






__ is a traditional feature of the food industry, 





Sales of many varieties of packaged foods last yea ( 

a characteristic, however, which should not be accepted attained record volumes but profit margins were 1 fh gi 
too literally, for it is more apparent in the national con- stricted by increasing competition, intensified by th I 4, 
sumption of food products than in the earning power of _ Robinson-Patman Act which stimulated the promotin RZ, 
leading food processors. Glancing through the accom- of private brands. Packaged food processors were bur I Gua 
panying table, it will be noted that considerable varia- dened with heavier costs, raw materials were subjectel Mi Gene 
tion occurred last year not only in the earnings of the _ to extensive price fluctuations and considerable difficulty [Gen 
various groups but also in the earnings of individual was experienced in advancing retail prices sufficiently ti J Ser 
companies within a single group. fully compensate manufacturers. Any substantial reli¢ — 4e* 
Of the major groups comprising the food industry, from these conditions is not imminent. With a decline & 
probably the most disappointing in public purchasing power clear & 
showing was made by the meat indicated, price becomes an emphatic j., 
packing division. Leading meat pack- factor favoring private brands anf ja. 
ers operate on such a slim margin of detrimental to nationally advertised 
profit that anything which tends to products. One of the leading manv. F Nati 
disrupt the delicate balance between facturers of a diversified line off Paci 
supply and demand and costs and packaged foods has announced #e 
selling prices, is bound to hurt earn- sweeping price reductions, which Pills 
ings. Most of the packers’ difficul- may or may not be offset by lower euit 
ties last year stemmed from the raw material prices. Stan 
effects of the 1936 drought. Re- On the favorable side, continued F sox 
duced feed supplies seriously re- expansion in the frosted foods divi-F sig 
stricted live stock marketings. With sion appears likely. Corn refines— 
sub-normal supplies, processing costs will have the benefit of adequate Sw» 
rose as did the price of meals, ac- supplies of corn at much lower Unit 
companied by nation-wide consumer prices. Cotton seed processors will Wer 
resistance to higher prices. To com- likewise have the benefit of lowerf *w 
plete the adverse cycle meat prices raw material costs. Cracker baker} ‘wis 
broke just prior to the end of the are still handicapped by slim profit = 
industry’s fiscal year, resulting in sizable inventory margins and keen competition. This group, however, i 


losses. Had it not been for the important contributions 
made by the sale of by-products, earnings of representa- 
tive packers would have been even poorer than they 
were. Thus far in the current fiscal period there has 
been scant improvement; prices have declined further; 
and consumer purchasing power is declining. Beef sup- 
plies are likely to be smaller this year, although weights 


may be aided to some extent by the lower prices for flour 
and sugar. Bread bakers will also have the advantage 
of lower flour prices. Bread sales have gained recently 
and prices are holding up fairly well. 

Principal vegetable packs this year will be 15 to 2 
per cent above last year, an increase more than 
sufficient to replenish carry-over stocks and _ provide 
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may be larger and quality better. Pig supplies, an im- for domestic consumption. As a_ result, wholesale cu: 
portant money maker, promise to be larger in the last prices of canned vegetables have dropped from 20 tof s0 
half of the year. Any change for the better, however 25 per cent below last year. The adverse implica “c 
modest, will be more fully reflected in the earnings of tions from the standpoint of leading canners are— th 
the larger packing units. obvious. ect 
wh 

—— es ch 

ah 

ege . “ 

Position of Leading Food Stocks mi 

th 

Earned Price Range Divs. mi 

per Share 1937 Recent Paid Market H 

COMPANY 1936 1937 High Low Price 1937 Rating COMMENT ah 
Armour & Co 0.74a 0.62a 13%, 4g 5% 0.70 B-3 Recent operati unprofitabl May omit dividends. he 
SeNeEEEE ens —— = e 
Beatrice Creamery... 2.03b 2.92b 28%, 13% 16 1.50 B-3 Sales have gained materially. Regular divs. of 25 cents quarterly lhe 
likely to continue. ; 

<r : hi 
*Beech-Nut Packing 6.19 6.50e 1143, 90%, 100 6.00 B-3 Sustained earnings and strong cash position permit liberal divs cl 
Borden 1.80 1.85e 28 16 18 1.60 B-3 Unprofitable units eliminated. Divs. likely to be continued. 7 
California Packing 4.92¢ 2.20 48, 18%, 20 2.00 B-4 _Largercanned goods stocks and lower prices will restrict earnings CO 
is| 

is 
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Position of Leading Food Stocks—Continued 
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a—Year ended Oct. 31. b—12 mos. to Nov. 30. c—Year ended Feb. 28, 1937. d—Deficit. e—Estimated. f—12 mos. to Sept. 30. 
k— Year ended Aug. 31. * 


May 31. h—9 mos. to Sept. 30. j—Year ended Mar. 31. 




































































Earned Price Range Divs. 
per Share 1937 Recent Paid Market 
COMPANY 1936 1937 High Low Price 1937 Rating COMMENT 

Continental Baking “A”................. 1.01 3.23 3734 1034 13 None B-3 Dividend arrears on preferred preclude action on “A” payments. 

¥om Products Refining................ 3.86  %50e 71% 50% 59 3.00  B-2 Lower com prices will aid in restoring profit margins. ‘ 

Cream of Wheat. pease saan. 2.01f 2.06f 37 1°24 22 2.00 B-3 Stable lend fair support to divs. i ‘a os 

Cudahy Packing. . . Pema ceria a 2.65a d5.04a 43 #.12 15 1.87% B-3 Divs. passed and unlikely to be resumed in near future. =a 

General Baking... . . Sister tiacelae inne .. _1.19f 0.85 199% 5S 7% 0.75 B-3 Lower current gs do not justify a higher dividend. = 

FOOD 5 ois 5a os 55555605 40 5008: 2.58f 2.55¢ 44, 2814 32 2.00 _B-3 _Eamings should hold close to recent level. No change in divs. 

EMUNND io ses. 5 ain .cic' ss 6's 65%:s .. 3.403 4.463 65% 48 57 3.00 B-3 Earnings stability lends of dividend security. af 

Hershey Chocolate................ sss. 2.63h 3.20h 67% 39%, 44 _3.00 B-3 May have suffered sizable inventory losses. Divs. speculative. _ 

SPEIRS 6 i550 SH 5Sk Fo Sos PaaS oats een 1.95h 0.89h 43, 1714 18 1.60 B-3 Recently declared a quarterly div. of 30 cents. 

Libby, McNeil & Libby.......... ae 7 1.36¢ y 1.75¢ 15% oe 8 1.40 B-4 Earmings in current fiscal period may be restricted by inventory 

adiustments. 

SE SOMM sc scsi eens se - a sk 1.61a d1.74a 46 21 25 1.20 B-3 Divs. passed and near term resumption unlikely. : 
= Simone! Biscutt................ 4.70 1.58¢ 33% 17 19 1.60 B-3 aia speculative. Eamings restricted by keen compe- 

National Dairy............ i ; i er 2.01 2.00e 261, 12 14 1.20 B-3 Divs. reasonably secure. Earnings not likely to gain appreciably. 

Pacific- American Fisheries. . CA ‘1316 1.82¢ 93 ¢ 9% 40845 B-3 Latest div. at rate of 30 cents quarterly. Tee ied 

*Penick & Ford zh bee 2.66h_ __0.20h 64 3743 1.50 B-2 Last quarterly payment 25 cents. Prospects have improved. 

Pillsbury Flour.................. 1.659 2.763 33% 201% 21 1.60 B-3 Earnings should hold up. Divs. secure. 

Purity Bakeries........... ee 0.89 0.60 23% 53%, 9 0.60 B-3 Prospects fair but dividends rather uncertain. - 

Standard Brands. Pain eet Gir 1.10 0.73 161, 7% 8 0.80 B-3  Letest quarterly dividend cutto 15cents. ; 

Stokely Bros Le evares eter tie e n aN 1.933 2.129 17 6% ‘8 : 1.20 B-4 Dividends passed in December. a) 

Snider Packing. a eee ne a rs 3.00) 2.68} 293 9%, 12 1.50 B-4 — earnings not evelleble. Lower canned goods prices in pros- 

Swit & Co. Sia aia lee ‘i ee 1.52a 7 1.50a “985 151% 17 0.90 B-3 Current prospects somewhat clouded. Oi Saaginw 

United Biscuit Ree RAR are i See aescesd 2.07h 1.58h 30%, 15 19 1.60 B-3 Earnings may stabilize around recent levels. 

Ward Baking "A".......... ys 1.07h : d6.44h 4 50% 1h 12 None B-3 Late earnings have taken an unfavorable turn. ; 

*Wesson Oil & Snowdrift. . ie z “4.40k 3.80k 56 | 23%, 29 “3.50 2 ‘B-2 Lower cottonseed prices will aid earnings in current fiscal period. 

PME TIO 5 0 6 a. 5.00-s.- ea dees ages Ses 1.062 0.288 12%, ra 4, 7 0.50 8 Inventory losses cut net. Divs. passed. “St at ae 








g—Year ended 
In our opinion, the more attractive profit opportunities. 





Sugar Prospects Are Mixed 


4s is always necessary these days to preface any dis- 
cussion of sugar with the statement that this commodity 
so far as the United States is concerned is a completely 
“controlled” one. Sugar company earnings, particularly 
those of domestic producers, are no longer the result of 
economic supply and demand but are dependent on the 
whim of the Secretary of Agriculture. This official is 
charged with the duty of predicting demand for the year 
ahead and then setting quotas which will fill such de- 
mand. Last December, in accordance with this duty, 
the Secretary of Agriculture set the requirements of the 
market during 1938 at 6,861,761 short tons raw value. 
Had the trend of sugar consumption continued as in the 
early part of last year, this figure probably would have 
been considered to err on the conservative side and, 
hence, the outlook would have been for firm or perhaps 
higher prices. As it is, however, sugar consumption is 
closely geared to purchasing power and the business 
recession has been instrumental in lowering demand. 
Thus, what might at one time have been taken as a 
conservative figure is actually being considered optim- 
istic and therefore a depressing influence on prices. This 
is enough, of course, to make for a generally uncertain 
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outlook, although not all divisions of the sugar industry 
will be affected to the same degree. 

Despite the prospect of somewhat lower prices, it is 
to be remembered that the sugar industry is still very 
adequately protected in some respects. Domestic pro- 
ducers of beet and cane have quotas which means 
capacity operations for them. Likewise protected are 
the Puerto Rico companies, with the privilege of duty- 
free importations. Cuban producers are protected to 
the extent of the quota that they are permitted to ship 
to this country under a preferential tariff. It is on this, 
however, that they must count for any profits they 
make, for the world price of sugar at which they must 
sell the greater part of their crop is not a remunerative 
one. 

The position of the domestic refiners of raw sugar 
imported from abroad is unchanged in its fundamental 
aspects. It has long been a sore point with these com- 
panies that the import duty on raw sugar and the import 
duty on sugars refined abroad are so fixed as to put them 
at a disadvantage. Certainly there has been a marked 
tendency to refine sugar abroad and import the finished 
product and this has adversely affected the volume 
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handled by mainland refineries. Quotas, however, now 
limit refined importations and to this extent the situa- 
tion is frozen. 

There is a final point to be considered in relation to 
all sugar companies, no matter where they are operating. 
This is the universal tendency for costs to increase. Not 
only in this country are taxes rising; nor is American 












labor the only labor demanding higher wages. In Puerto 
Rico a new wage agreement has just been signed repre. 
senting the fourth consecutive annual increase for both 
farm and factory workers. This tendency for costs to 
increase should be watched for its effects upon earning 
power and dividends. This is especially necessary when 
prices are trending downward. 









Position of Leading Sugar Stocks 















































































































cont Price Range . oiee ae 
per Share 1937 t i t 
COMPANY 1936. 1997 High Low Price 1937 Rating COMMENT 
American Crystal Sugar............... 1.38a 3.79a 33% 121% 14 3.25 B-3 A dividend on the common of 50 cents paid 1 /3 /38. 
American Sugar Refining... . seeeeee 2.67 NF 56% 24 26 =. 2.00 D-3 Usual quarterly of 50 cents to be paid 4/2/38. 
Central Aguirre Associates............ 3.426 3.956 39% 24 26 2.38 B-3 Should continue to be a good income producer. 
Cuban-American Sugar................ 0.65¢ 0.74¢ 144, 2%, a ~ D-3 Paid $18 a share on the preferred last year, but accumulations 
== eS .. aes as of 10/1/37 still totalled $43.25. 
J Serene 7.12b 5.42b 70 26 31 4.00 B-3 Coming report for the fiscal year ended July expected to show 
ees =e Pc cage - y lower gs. $1 payable 2/15/38. 
Great Western Sugar.................. 2.48d 3.52d 42, 231% 29 3.70 B-3 This year the special dividend of 90 cents paid 2/4/38 compared 
ce er ee pire oe __with the special of $1.30 in 1937. 
Holly Suger......................... S.O8e 5.42a 43% 15% 18 2.00 B-3 A $2-dividend paid 2/1/38. 
National Sugar Refining... . See NF 28 = 14% = 17_~— 2.00 ~=—dD-3_ The usual quarterly of 50 cents was paid in January. 
South Porto Rico Sugar................ 3.00c 2.86¢ 42% 201% 25 3.05 B-3 Should continue to be appreciated as an income-producing 


medium, 

















~ NF_Not available. tea rar ick 31. -e Sour: ended July 31. -aien eh | 30. ry Pane: mer Feb. 28. 















_ the production of small cigarettes, the 
largest part of the tobacco business in this country, 
registered an increase of 6 per cent last year, the earn- 
ings of most companies for 1937 were moderately below 
those of 1936. Increased costs of raw materials, higher 
wages and taxes, are reason enough for the smaller 
profits. The price of — was raised 15 cents a 
thousand early in the year, but not even this, nor the 
larger volume which was sited: could offset the ad- 
verse developments. The outlook for the present year 
is not a particularly bright one. Tobacco manufacturers 
operate on an inventory which is averaged over a three- 
year period. Hence, although this season’s tobacco prices 


Higher Costs Cut Tobacco Company Earnings 


were lower than last, the effect is dampened out by the 
averaging method. Then, too, there was the rather 
disquieting news that for the first time in well over 
three years December was a month in which cigarette 
output fell below the corresponding previous month. 
With the continuance of the slump in general business 
and the consequent reduction in purchasing power, it 
will hardly be surprising if subsequent months make 
similar adverse comparisons. It is rumored that there 
is to be a further increase in cigarette prices, but if this 
should actually occur there are the effects of higher 
prices on an already declining volume to be taken 
into consideration. 









Position of Leading Tobacco Stocks 
























































































Earned Price Range Divs. 
per Share 1937 Recent Paid Market 
COMPANY 1936 1937 High Low Price 1937 Rating COMMENT 
PEIN nino mck ek < co eeas sac). DRO. NF 671% 46 51 3.25 B-3 Ff Regular quasterly dividend of 75 cents appears well “assured. 
American Tobacco “Be weseeeeseeesess 3571 NF 99% 58% 65 5.00  B-3 Usual quarterly of $1.25 declared payable 3/1/38. 
Axton-Fisher “A".... panies sane 9.74 NF 43 13% 14 9 B-3 Dividend passed 4/1/37. 
Heime, G. W...... alee Teer ee ee 126 : ms. 7.00 ___B-3__ Has a record of kably stable ings and dividends. 
Liggett & Myers "*B" a 7.25 6.34 114 83% 90 7.00 B-3 Regular quarterly dividend of $1 seems well assured, although the 
«<1 2) Se tw y 2 CE OE SoS, Sea payment of usual year-end extra will depend upon developments, 
Loriliard, P...... ae 1.51 NF 285, 15%, 15 1.20 B-3 Possible that for last year will fall moderately below the 
Z =: 5 Se ak, ee Cro tees ee Cees ea dividends paid. 
Philip Morris. . . : 6.88a 6.046 9514 65 82 4.50 B-2 Remarkably — earnings stat t expected for the year ended 
Fe lat Ss ees 2 ii eae a el. dal ae x March 31. —_ 
Reynolds Tobacco “Br Cacravccbcew as Re _ Bb 58 40% _ 40 3.00  B-3 _ Interim -istribution of 60 cents payable 2/15/38. i 
Standard Commercial Tob......... eee eee | ee ||) ee ee B-3 | Principal interest represents control of Axton-Fisher. - 
U.S. Tobacco......... ae 8.89 — NF 136 = 114 130 8.25 B-3 Proposing 2 four-for-one split of the stock. _ae 
Universal Leaf Tobacco 7. 78¢ 7.82c¢ 86 47 53 6.00 B-3 Bese dividend of 15 cents oe? 2/ 1 38. 

















~ NE Not aaah. sae to 3 /31/ 37. b—Six months to 9/30/37. ¢—Year to June 30. 
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Higher Costs Hamper Movies 


Ex practically all of the leading motion picture pro- 
ducers, last year was the best since 1930, but far from 
ending the year on an optimistic note the industry is 
compelled to view the 1938 prospect with mixed feel- 
ings. While the motion picture industry is justly cred- 
ited with a comparatively high degree of immunity from 
the more devastating effects of a general business de- 
cline, it nevertheless must cope with vexing problems 
peculiarly its own. 

Of these problems that of rigid costs is prabably the 
most pressing. Encouraged last year by rising attend- 
ance at theatres and larger rental returns leading pro- 
ducers were not hesitant in stepping up their budgets, 
and feature releases costing upwards of $1,500,000 were 
plentiful. Competitive bidding for the services of popu- 
lar stars and crack directors added appreciably to costs, 
and wage increases for the myriad of studio employees 
and technicians were fairly general throughout the 
industry. 

Most producers have adopted the policy of rapidly 
amortizing film costs, with anywhere from 50 per cent 
to 80 per cent of the total being charged off in the first 
three months following the release of a feature produc- 
tion. It is well known, of course, that not all feature 
releases are “hits.” A picture may fall considerably 
short of box-office popularity and fail to earn money, 
regardless of how much money and talent have been 
lavished on its production. This has always been one 
of the most uncertain factors in the motion picture in- 
dustry and with the possible exception of Loew’s, Inc., 
no single producer has been consistently successful in 
gauging public appeal. Even Loew’s, on occasion, has 
missed the box-office bulls-eye. 

The combined effect of heavy amortization costs and 
declining theatre attendance already apparent in the 
showing of several companies in the final quarter of 
1937, will be increasingly evident in the first half of this 
year. Although the habit of “going to the movies” is 


one of the most inexpensive forms of entertainment, 
theatre admissions invariably drop with rising unem- 
ployment and lower wages. Returns shown by theaters 
in the larger industrial districts throughout the country 
have dropped off sharply in recent weeks and for the 
country as a whole it has been estimated that receipts 
in the first three months of this year will be 8 per cent 
below those for the first quarter of 1937. Producers with 
high cost features lacking in box-effice appeal, in these 
circumstances, will report comparatively poor earnings. 

Recent reports have it that the industry has taken 
prompt steps to alter its production budgets on a more 
economical basis and while such reports have merit in 
fact, some question arises as to just how much can be 
accomplished in this direction in forestalling a decline 
in earnings. Even giving these efforts the benefit of the 
doubt, results are unlikely to be apparent in any appre- 
ciable degree until the third and fourth quarters of this 
year. Should theatre attendance and receipts tumble 
sharply, anything but drastic economies are likely to 
he largely nullified. 

Although foreign sales still account for some 35 per 
cent of gross rentals, the industry must view with con- 
cern the efforts which are being made abroad to encour- 
age the development of a native industry. There has 
also been some talk of tightening the quotas in Great 
Britain. Great Britain and her colonies are the best 
foreign customers for American motion .pictures. It is 
doubtful that any foreign nation has either the money 
or the facilities to produce motion pictures which will 
offer serious competition to the domestic product, but 
even so trade barriers and quota systems can be made 
practically insurmountable. 

Notwithstanding the unpromising aspects of the near 
term outlook for the motion picture industry, stock- 
holders of the better situated companies may derive 
comfort from the probability that the industry will 
do better than many others. 





Position of Leading Motion Picture Stocks 
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per Share Recent Paid Market 
COMPANY 1936 1937 High ow Price 1937 Rating COMMENT 

Columbia Pictures........ 4.96a 3.26a 391% 10 12 1.50* B-3 Recently declared 25-cent payment in cash but deferred semi- 

a annual stock payment. 

Consolidated Film.............. 0.346 d0.11b 5%, 1 1%, None B-3 Paid a year-end dividend of 50 cents on preferred shares. 

Loew's. . 6.73¢ 8.46¢ 87% 435 46 7.50 B-3 Earned $1.69 in 12 weeks ended Nov. 25 last, vs. $2.14 in 1936. 
Current quarter likely to be better. 

Paramount Pictures................. 1.18 1.96 283, 814 9 None B-3 Mounting costs may postpone div. action on common shares. 

Radio-Keith-Orpheum................. 1014 2% 4 None B-3 In _ process of reorganization. Earnings have improved but early 
1938 gains may be restricted. 

oe 0.70 1.00e 34 14 17 0.75 B-2 oes for color films increasing steadily. May pay further divs. 
this year. 

Twentieth Century-Fox. ...............0. 3.67 40% 1814 22 2.50 B-3 May show between $3.50 and $4 a share for 1937. Able to 
maintain dividends. 

ee 0.75¢ 1.48¢ 18 4¥V%, 6 None B-3 Recent earnings lower. Company planning recapitalization. 


e: Plus stock. ‘a—Ficeal year ended ens 26. b-—-9 mos. to Sept. 39. 
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Inventories — Prices — Recovery 


Outlook Drab for Rest of First Quarter, But 


Improvement by April Seems Probable 


BY WARD GATES 


A NOTABLE aspect of the 1923-1929 prosperity was the 
relative stability of the commodity price structure and 
the balanced price. relationships between such major 
commodity groups as farm products, raw materials, 
semi-finished goods and finished goods. It just happened 
that way, from a largely automatic or “natural” adjust- 
ment of supply-demand factors. Neither government 
planning nor the price control schemes of various pro- 
ducer groups had much to do with it. 

Ever since that favorable price structure collapsed, 
we—and most of the world—have been trying to plan 
our way back to it. The goal of the Roosevelt Adminis- 
tration has been and still is to restore the general price 
level to approximately what it was in 1926 and likewise 
to restore as far as possible the 1926 parities between 
the more important commodity groups. 

It is a discouraging fact that the more the Govern- 
ment has tried to influence both the general price level 


Gendreau 


Interior of grocery warehouse, Paterson, N. J. 


and the price relationships within it, the more violent 
and frequent have become the fluctuations. The same 
is equally true of the price control efforts of producer 
groups who have attempted to “manage” such commodi- 
ties as rubber, tin and copper. Generally speaking, those 
commodities subject to either governmental or private 
control schemes have had the sharpest declines in the 
present depression. This does not prove that efforts at 
control have made matters worse, for the commodities 
which have invited “planning,” whether governmental 
or private, are precisely those which always have been 
subject to widest fluctuations. It is further proof, how- 
ever, that neither public nor private planners have yet 
mastered the trick of controlling prices satisfactorily for 
any extended period of time. 

Obviously, the difficulties confronting our price plan- 
ners are enormous. Prices of many basic commodities— 
wheat, cotton, rubber and copper, to mention but a 
few—are subject to a multiplic- 
ity of supply-demand factors 
operating both nationally and 
internationally. Monetary-credit 
manipulation has been demon- 
strated to be a most imperfect 
instrument for regulation of 
the general price level and is, 
of course, wholly useless as a 
weapon directed against price 
disparities. That is why the 
Administration has shied away 
from the monetary approach to 
price control. Early last year 
when it was thought that some 
prices were getting too far “out 
of line,” notably that of copper, 
the President tried to talk them 
down. He succeeded to a disas- 
trous extent. In knocking the 
psychological props out from 
under the international specula- 
tion in raw materials then in 
progress, he contributed mater- 
ially to the following deflation of 
most all prices. 
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‘current sales, they would expand their buying. 


Federal control of farm out- 
put is. of course, a gamble 
against the weather. Even if it 
js sufficiently lucky to be tem- 
porarily successful, it does not 
follow that the resultant farm 
prices will be in balance with 
prices of manufactured goods at 
the 1926 parity. Prices of fin- 
ished goods are subject to great 
variations in the supply-demand 
factors and to wide differences 
in flexibility of production costs. 
That prices of most manufac- 
tured goods are now out of line 
with both industrial raw ma- 
terials and farm commodities is 
due largely to the economically 
unjustified and over-fast raising 
of hourly wage rates in key in- 
dustries late in 1936 and during 
the forepart of 1937. Our Gov- 
emment can never successfully 
control prices and price dispari- 
ties unless, as has been done in 
Germany and Russia, it goes the 
whole way to dictatorial com- 
mand over production, wages 
and prices. Apparently we are 
not ready for that experiment 


res Pe Par pee 


Rs 


in this free country. 


Meanwhile, at least, in its immediate aspects, our 
100 per cent American depression is. to a considerable 
degree a price-inventory problem. Despite sharp decline 


in production since last September, in many lines stocks 
on hand remain too high in relation either to current 
consumer demand or to apparent sales prospects over 
the nearby future. This is especially true of some indus- 
trial raw materials and of consumers’ durable goods such 
as automobiles, radios, furniture, etc. It is true not pri- 
marily because of really serious previous over-production 
of such goods and commodities, but because these are 
the types of commodities on which the impact of depres- 
sion falls hardest and fastest. When business men be- 
lieve, for whatever reason, that their outlook for sales 
and profits has become unfavorable, they curtail or halt 
buying of raw materials, semi-finished and finished goods 
virtually over-night. When the public senses that the 
economic winds have veered to an unfavorable direction 
consumers promptly defer buying relatively expensive 
products of non-necessitous character. Excessive inven- 
tories of raw materials and of durable goods can be 
“worked down” only over a period of weeks or months, 
while production remains at a low level. Price conces- 
sions on these types of goods do little to speed the cor- 
rection and as to some products, notably industrial raw 
materials, even scare away potential buyers. 

If business men were confident that the bottom of 
price deflation had been seen and if they believed inven- 
tories had been brought into adequate adjustment with 
They 


would do the same if they believed some action of gov- 


emment or some otherwise inflationary development— 


such as war—pointed to a rise in prices. Whatever the 
primary reason or reasons, significant recovery will be 
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Part of the storage yard of the A. O. Smith Corp., manufacturers of 


Smithsteel automobile frames. 


initiated only when business men expand their buying. 
The movement thus started will be promptly reflected in 
payrolls and therefore in consumer purchasing power and 
sentiment. Consumers who have deferred buying auto- 
mobiles, radios, refrigerators, furniture and other durable 
goods gradually come back into the market. 

The present price-inventory situation in consumers’ 
necessity goods is not a serious problem and, except in 
limited degree, it does not hold a key to recovery. Price- 
cutting is an effective method of moving such goods and 
over-large inventories are subject to relatively fast cor- 
rection. Thus, at the end of December the Federal 
Reserve Board’s seasonally adjusted index of department 
store stocks had dropped to 72, as compared with the 
1937 high of 78 in August; and it then stood only one 
point higher than a year before, against 17 points higher 
last spring. Incidentally, this figure means 72 per cent 
of the 1923-1925 average, which certainly reflects no 
mountain of goods. Illustrating the variations in flexi- 
bility of demand, the latest report covering inventories 
of New York department stores shows stocks of cotton 
goods down 13.4 per cent from a year ago but home 
furnishings down only 5.3 per cent. 

For the first time, the Department of Commerce has 
begun issuing monthly figures and estimates on inven- 
tories, filling a long needed statistical want. Reports 
collected by it from 735 wholesalers showed their inven- 
tories at the close of December to have been 6 per cent 
larger than a year ago but 5 per cent under the level of 
November. If, as is probable, a similar rate of decline 
continued in January, these stocks should not now be 
much, if any, higher than a year ago. This is an average 
figure, however, which conceals some very significant 
variations in different types of goods. Thus, inventories 
of furniture were 42.5 per cent (Please turn to page 608) 


573 








The Wisest Policy for Holders 
of Rail and Utility Securities 


; capitalization of all Class I railroads in the United 
States is some $18,000,000,000 and of this sum about 
$11,000,000,000 is represented by funded debt. The capi- 
tal invested in the electrical public utilities of this 
country totals roughly $14,000,000,000. If the debt of 
our various political bodies be excepted, these two great 
industries represent by far the greater part of the avail- 
able investment field. Literally millions of individuals 
have saved their money and invested it in railroads and 
public utilities in the hope that it would afford them an 


assured and fair return. 

Unfortunately, many of these in- 
dividuals must now face the un- 
pleasant fact that there has been a 
general deterioration of investment 
caliber in the securities of railroads 
and public utilities. This is not to 
say that there remain no high- 
grade railroad and public utility 
bonds in which a man may have 
his money with assurance of its 
safety. It is to say, however, that 
many bonds previously thought 
sound have become speculative and 
present problems which their own- 
ers never believed that they would 
have to face. 

The accompanying tables illus- 
trate this point forcefully. The 
table of railroad bonds is particu- 
larly disheartening. It is confined 
to bonds secured by mortgage and 
is made up of issues that have 
fluctuated forty points or more 
since the first of last year. Nor 
must it be considered that this 
table contains all the mortgage 
railroad bonds which have fluctu- 
ated to this extent: the list is far 
from complete despite the fact that 
it contains an alarming number of 
our better known railroad systems. 
It is admitted, of course, that a 
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Sell? Hold? Switch? 


BY J. S. WILLIAMS 





Relative Vulnerability Under 
the Holding Company Act 
of 1935 


MOST VULNERABLE 
American Light & Traction Engineers Public Service 
American Power & Light National Power & Light 
Associated Gas & Electric Standard Gas & Electric 
Cities Service United Light & Power 
Electric Bond & Share Utilities Power & Light 


LESS VULNERABLE 

American Gas & Electric Cc Ith & South 
Amer. Water Works & Electric North American Co. 
Columbia Gas & Electric United Gas Improvement 

LEAST VULNERABLE 

(In some cases immune) 
Louisville Gas & Electric 
Niagara Hudson Power 
Pacific Gas & Electric 
Pacific Lighting 
Peoples Gas, Light & Coke 
Public Service of N. J. 
Southern California Edison 





Brooklyn Union Gas 

Commonwealth Edison 

Cons. Gas, El. Lt. & Pwr. 

Cons. Edison of New York 

Detroit Edison 

Edison Electric Illuminating 
(Boston) 


Note. The classifications have teen made with a view to 
conveying a rough idea of the relative effects of the Public 
Utility Act: in many respects, however, they are quite arbitrary 
and do not take into account vulnerability from the standpoint 
of governmental competition. Those classified as less vulnerable 
are those companies which it is believed may be made to con- 
form with the Act, either by internal adjustment of capitali 
tion or possibly even by the sale or exchange of certain prop- 
erties. 








bond may decline as much as forty points and still 
ultimately make good, but a decline as large as this is 
prima facie evidence of an investment security’s specula- 
tive character and, even though it should ultimately 
make good, uneasy owners have to make a decision 
right now as to whether they want to accept the risks 
of ultimate betterment. 

These are not developments which affect only the 
capitalist. All those who have money invested in a bank. 
whether it be a savings bank or a commercial bank; all f 


who are beneficiaries of an insur- 


ance policy, are interested to some F 
extent in an impairment of invest- F 
ment caliber as widespread as that | 


which has taken place in railroad 
and public utility securities. There 
is nothing academic about this in- 
terest. Picking at random among 
our great corporate institutions, 
we find that at the close of 1934 
the securities owned by the Metro- 
politan Life Insurance Co. (New 
York) totaled some $2,371,000; 
000, of which railroad bonds repre- 
sented $625,000,000 and _ public 
utility bonds $462,000,000. The 
Equitable Life Assurance Society 


of the U. S. (New York) out off 


total security holdings of $1,051, 
000,000 at the end of 1936 had 
$237,000,000 invested in 
bonds and $272,000,000 in public 
utility bonds. Or, take the Sea- 
men’s Bank for Savings in the City 
of New York; out of this institu 


tion’s total bond holdings of $59- F 


000,000, some $16,000,000 was 1 


in public utility bonds. One could 
go on indefinitely citing example: 
where insurance companies and 
banks had invested in greater 0! 


lesser degree in railroad and public & 
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utility securities. The few examples given above, how- 
ever, are sufficient to drive home the point that prac- 
tically everyone has a stake, direct or indirect, in the 
utility and railroad industries. There is nothing to be 
done in regard to indirect interests but the time has 
come when a reduction in the amount of direct invest- 
ment might well be considered. 

Perhaps the worst aspect of what is happening to rail- 
road and public utility investments are the indications 
that it gives of permanency. In the case of railroads, 
costs have been placed on a permanently higher level. 
This includes almost all items of cost. Highly unionized 
railroad labor has won wage increases that are almost 
impossible to lower. Materials are higher priced and the 
Government's monetary policy being what it is, stability 
when it comes probably will be at a still higher rather 
than at a lower level. Then there is the matter of taxes: 
these have gone up and are still going up and the rise 
provides one of the most pertinent reasons why most of 
the railroads in the United States are unable to earn a 
rasonable return on their invested capital. 

With a business boom, the railroad situation, of course, 
would improve. It might even improve to the point 
where a number of railroad bonds now classed as specu- 
lative would have the appearance of sound investments. 
It is not enough, however, that a railroad should earn 
its fixed charges with a fair margin during a boom: for 
arailroad bond to be really a sound investment, charges 
should be well covered, except possibly for a year or two 
at the worst of a serious depression. Today, there is 
hardly a railroad in the country all of whose bonds rate 
as investments under this definition. 

The trouble with the public utilities is somewhat dif- 
ferent. The impairment of quality in railroad bonds is 
amixture of the economic and the political, although in 
the political there is nothing of deliberate ill-will to- 
wards the railroads. While the public utilities have 
almost no economic troubles, their advantage in this 
respect is more than offset by the malice which is borne 
them in political quarters. The Public Utility Act of 
1935 which passed the “death sentence” on holding com- 
panies went beyond impartial justice and if carried to 
its ultimate conclusion probably will bring heavy losses 
to many innocent investors. Already it has acted as a 
depressant on public utility securities and prevented 
refundings which would have been highly beneficial not 
only to the companies themselves but to their customers 
who could have been given lower rates without damage 
to the organizations. 

The public utility situation would be bad enough if 
it involved no more than the Act of 1935 and the con- 
stant political pressure for lower rates. Unfortunately, 
it goes much further than this and Government is now 
competing directly with private interests in the public 
utility field. The Tennessee Valley Authority and its 
threat to render practically worthless the capital which 
has been invested in the Commonwealth & Southern 
Corp. and this company’s southern subsidiaries is the 
situation most in the public eye. It is, however, by 

no means the only instance of governmental competition 
with private utility capital and a holder of public utility 
securities, both bonds and stocks, may well wonder as 
to where it will all end. 

At one time the investor might have hoped to receive 
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Among the Broadest Changes in Rail and 
Public Utility Bonds 


(Issues which have fluctuated forty points or more since 1.1.37) 


oa —— ~Price——— Seas 
Issue High Low Recent 

le on i. ¢ Cee 74 30%, $39 
Baltimore & Ohio 1st 5s,1948................... 11614 64 67 
Baltimore & Ohio 1st 4s,1948................... 108%, 60 63 
Baltimore & Ohio Ref. & Gen. "A" 5s,1995...... 94% 28%, 29 
Baltimore & Ohio Ref. & Gen. “'C" 6s,1995....... 10314 32%, 33 
Baltimore & Ohio Ref. & Gen. “D" 5s, 2000....... 931% 28 28 
B. & O., Pitts., L. E. W. Va. Ref. 4s,1941......... 105 47 50 
B, & O., Sou. West. Div. 1st 5s,1950............ 107% 381, 40 
B. & O., Toledo Cinn. 1st & Ref. 4s,1959......... 991, 44% 45 
Boston & Maine mtge. 5s,1967............. Fk, ae 34%, 42 
Boston & Maine mtge. 434s, 1961................ 851 32 36 
Boston & Maine mtge. 5s,1955...... 91%, 35 41 
Chicago & Alton Ref. 3s,1949................... 58%, 22 23 
Chleage & Erle 166 Sa; 1908... 5g civics ccc cers 124 724 73 
Chic., Milw. & St. Paul Gen. 4s, So ese 66 25 28 
Chic., Milw. & St. Paul Gen. 434s, 1989... 71% 28 30 


Chicago & North Western Gen. 5s, 1987....... iy 56 16 19 
Delaware & Hudson 1st & Ref. 4s, 1943 : ... 95% 47 52 


Se 119 57 65 
Erie Cons. Prior Lien 4s, 1996. . 106% 47 51 
Erie Cons. Gen. 4s, 1996... 925, 251% 26 
Bs ee AG | aa . 94% 224%, 22 
Erie Ref. & Imp. 5s, 1967...... ee a 165/2 17 
Erie Ref. & Imp. 5s, 1975..... Pa OE Re 89 16%2 17 
Illinois Central Ref. 4s,1955................. 3 A 38 39 
Illinois Central Ref. 5s,1955................2000. 1043/, 451, 47 
iI. Cent., C. St. L. & N. O. 1st Ref. 5s, 1963....... 913%, 39 39 
Ill. Cent., C. St. L. & N. O. 1st Ref. 41/s,1963..... 87% 335 34 
Kansas City, Ft. S. Mem. Ref. 4s, 1936............. 661%, 23 24 
Kansas City Southern Ref. & Imp. 5s,1950......... 100 55 56 
Lehigh Valley Har. Term. 1st 5s,1954............ 107 5814 59 
Lehigh Valley Gen. 4s, 2003.................... 72 23 24 
Lehigh Valley Gen. 5s, 2003.................... 86 30 30 
Maine Central Conv. Gen. 41s, 1960............. 861% 45 48 
Missouri, Kansas & Texas 1st 4s,1990............. 963/, 55 55 
Missouri-Kansas-Texas Prior Lien 5s, 1962.......... 88%, 40 41 
Missouri-Kansas-Texas Prior Lien 4s,1962....... «76 33% 35 
Missouri-Kansas-Texas Prior Lien 41s, 1978........ 79%. 35 35 
Morris & Essex Const. 5s, 1955.............. Jo. 5414 56 
Morris & Essex Const. 44s, 1955.. sae! ee 473/, 52 
N. Y. Central & Hud. Riv. Ref. & Imp. ‘5s, "9013 scos 163 58 59 
N. Y., Chic. & St. Louis Ref. 51/s,1974....... 105 50 52 
N. y., Chic. & St. Louis Ref. 41/s,1978........... 95% 43 46 
N. Y., Susquehanna & West. 2nd 414s, 1937....... 91 10 10 
N. Y., Susquehanna & West. Gen. 5s,1940.... 697% 6 6 
N. Y., Susquehanna & West. Term. 5s,1943........ 106% 4114 42 
Northern Pacific Ref. & Imp. “‘D" 5s, 2047......... 1093, 64 70 
Pittsburgh & West Virginia 1st 'C" 4%s,1960..... 97% 50 51 
Rio Grande Junction 1st 5s, 1939................. 914 41 41 
Rio Grande Western 1st 4s, 1939.......... Een 84 40, 43 
St. Louis Southwestern 2nd 4s, 1989. . 146 28 28 
St. Louis Southwestern 1st Term. & Unit. 5s, 1959. 65% 181 19 
Southern Ry. Dev. & Gen. 4s, 1956............... 85% 36%, 39 
Southern Ry. Dev. & Gen. 61s, 1956... . 110% 45 51 
Southern Ry. Dev. & Gen. 6s, 1956. Be 105% 421/, 49 
Virginia & Southwestern 1st Cons. 5s, 1958 1013/, 58 59 
Wabash 1st 5s, 1939 ; ... 103% 513, 53 
Wabash 2nd 5s, 1939 rears aed oa dyats 98% 2614, 29 
Public Utility Bonds 
Associated Gas & Electric Deb. 5s,1950.......... 65%, 221% 28 
Associated Gas & Electric Deb. 4148, 1949........ 1 201 23 
Associated Gas & Electric Ccns. Ref. Deb. 5s, 1968 65% 22 26 


Brooklyn Union Gas Deb, 5s,1950............... 106 65 69 


Central States Electric Deb. 5s,1948............... 72% 31 36 
Central States Electric Deb. 51s, 1954............ 724 31 35 
Central States Power & Lt. 1st Lien 514s, 1953...... 751% 33 41 
Cilles Service DOG. 58,1950. 565 ic cccs ec cesess 83 42 51 
Cities Service Pwr. & Lt. Deb. 514s, 1952.......... 719%, 36%, 47 
Cities Service Pwr. & Lt. Deb. 514s, 1949.......... 80 36 48 
General Public Utilities 1st & Coll. 61s, 1956...... 99%, 581, 68 
International Hydro-Electric Deb. 6s, 1944......... 90 46 62 
Interstate Power 1st 5s, 1957................00005 16% 32 40 
Interstate Power Deb. 6s, 1952................... 6954 18 25 
New England Gas & Electric Deb. 5s,1948........ 85 45 47 
New England Gas & Electric Deb. 5s, 1950........ 843, 44 48 
Pacific Power & Light 1st 5s, 1955................ 931% 51 61 
Standard Gas & Electric Notes 6s,1935............ 95 40 44 
Standard Gas & Electric Ctfs. 6s,1935............. 95 42 44 
Standard Gas & Electric Deb. 6s, 1951............. 96 40 44 
Standard Gas & Electric Deb. 6s, 1966............. 96 39% 43 
Standard Power & Light Deb. 6s, 1957............. 96 35 41 
United Light & Power Deb. 61s, 1974............ 944, 53 60 
United Light & Power Deb. 6s,1975............ 893 47 57 



















Stocks Primarily Interesting for Possi- 
bilities of Price Appreciation 


Dividends Current 

COMPANY Paid 1937 Price 
Allis-Chalmers............. $3.50 $41 
ie 2.00 61 
Am. Radiator & Std. San.. -60 12 
Anaconda Copper.......... 1.75 30 
Bethlehem Steel............ 5.00 52 
Boeing Airplane........... -40 27 
_ | 2.00 17 
Climax-Molybdenum....... 1.70 35 
Dow Chemical............. 3.35 93 
Fairbanks Morse........... 2.00 25 
Food Machinery............ 3.8714 26 
General Electric........... 2.20 38 
Hercules Powder........... 3.00 51 
International Nickel....... 2.00 48 
Masonite................... 2.50 30 
Niles-Bement-Pond......... 2.00* 32 
Sperry Corp........ 1.20 18 
be 1.00* 50 
Union Carbide & Carbon 3.20 72 
United Aircraft........... 1.00 21 
U. S$. Gypsum.............. 2.50 61 
Westinghouse Electric 6.00 92 





Stocks on Which Continuing Dividends 
Appear Reasonably Assured 


Dividends Current 
COMPANY Paid 1937 Price 
American Chicle $7.00 $97 
American Snuff 3.25 51 
Beech-Nut Packing. 6.00 100 
) ae 3.00 34 
Continental Can........... 3.00 39 
Continental Oil........ 1.50 28 
Corn Products Refining 3.00 ++) 
Diamond Match 1.00* 25 
Freeport Sulphur......... 1.50 26 
General Mills.............. 3.00 56 
Hiram Walker-Gooderham 2.50 40 
Homestake Mining........ 4.50 62 
Liggett & Myers ‘‘B"’ 6.00 90 
Monsanto Chemical... _... 3.00 80 
Owens-Illinois Glass 3.25 53 
ee 1.80 33 
Philip Morris.......... 4.50 83 
Procter & Gamble... 2.75 47 
Socony-Vacuum -80 15 
Sterling Products........ 4.20 55 
Woolworth,F.W. ....... 2.40 41 
Wrigley,Wm............ 4.25 64 


*Plus extras in stock. 


Note. The dividends paid during 1937 should not 
be taken as representing the amount which is likely 
to be paid during 1938. This is especially true of the 
stocks which are primarily interesting for price 
appreciation. 





protection from the Supreme Court—that the most destructiye 
phases of the Public Utility Act would be found unconstitutiona| 
and that the Government’s right to produce and market power 
would be confined strictly to power that was indeed merely q 
by-product of another activity. Recent lower court decisions 
however, taken in conjunction with the changed personnel of 
the Supreme Court itself, have practically destroyed any hope 
that an investor may have had for legal relief. 

What attitude then should the individual assume who has a 
large part of his capital invested in railroads and public utilities? 
This will vary a great deal according to circumstances: more- 
over, one cannot take all railroad and public utility securities, 
lump them together, and consider them as one unit. But, by 
and large, considerable liquidation would seem to be a wise 
policy. What to sell, what to retain and in what to reinvest 
the proceeds of issues sold will depend upon particular circun- 
stances, although it is possible to lay down some rules of proce- 
dure that may prove helpful. 

First to be considered are those bonds which are selling at 
such prices as to show that the market still retains considerable 
confidence in them. Each issue should be considered carefully 
from the standpoint of whether it would still be a good bond 
were the debtor company to suffer a further severe contraction 
in gross revenues; also whether the bond would still be good 
some years from now if the present trend of increasing costs 
continues. In the case of a public utility bond, weight will have 
to be given to the factor of governmental competition and the 
possibility of damage should capitalizations be upset by the 
application of the Public Utility Act. If a bond which is in the 
portfolio strictly as an investment fails to meet these tests it 
should be sold and the proceeds placed in an issue which does 
meet them. 

With bonds which are already well under par two entirely 

different courses of action are presented. The owner should 
first of all recognize the speculative character which his holdings 
have assumed and indulge in no wishful hoping that the high 
caliber of bygone days will return in time. A realistic attitude 
on this point will lead to a clear-cut decision on the desirability 
of continuing to speculate and whether or not perhaps there 
exist better opportunities elsewhere, possibly even in common 
stocks. In other words, though a man were originally an in- 
vestor, if he holds railroad and public utility bonds selling for, 
say, thirty or forty cents on the dollar he has, willy-nilly, be- 
come a speculator, and it may well be that some dynamic com- 
mon stock will afford a better chance of recouping capital than 
to continue as originally committed. 
- To exchange a bond for a stock may scem rather startling at 
first, but there is nothing illogical with the course when dealing 
with a bond of impaired investment quality. Some will find an 
obstacle in the probable loss of income which would result, 
although for these there are always the stocks of more stable 
companies on which the dividend return is reasonably large. We 
have provided a table of stocks divided into two parts—the first 
where income is an important factor and the second where this 
is relatively immaterial. 

The procedure outlined for second-grade railroad and public 
utility bonds applies even more aptly to the common stocks of 
companies in these two industries. These stocks, too, should 
be examined with the thought in mind that they are speculative 
in any case, but possibly not the best speculation available. 

Although a portfolio which has been gone over as we have 
suggested undoubtedly will show a reduction in railroad and 
public utility items, it is not to say that there are no longer 

any good investments and speculations (Please turn to page 614) 
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i stock of this company habitually sells far 
| below the value of the marketable securities 
| assignable to it. The further fact is that only 
| slightly more than 57 per cent of the com- 


| swings on only moderate volume of trans- 


! another question. Perhaps a guide to the 
answer will develop as our investigation 





AMERICAN METAL COMPANY, LTD. 





Selling 25 Points Below 
Apparent Value 


Little Known Facts 
World-Wide Metal 


BY CYRUS 


= stocks command attention because of their enor- 
mous potentialities under the right conditions. Radio 
Corp. in 1927 and 1928 was one of these; it had the 
glamour and romance of a new industry with untested 
heights to be reached. Other stocks in less colorful fields 
are intriguing primarily on the basis of technical posi- 
tion. For one reason or another, usually a limited float- 
ing supply, they can be expected to respond sensitively 
to either buying or selling. Then occasionally still other 
issues are quoted at a surprising discount from the mar- 


| ket value of the assets they represent. 


When all three qualities are present together, as in 


American Metal, the facts deserve examination. It will 
' be found that American Metal has a substantial stake 


in what is possibly the lowest-cost copper producing 
area in the world today—a section so newly developed 
that it has not as yet revealed its capacities. An analy- 
sis of the records will also show that the 


on a Company with 


and Mining Interests 


G. V. WHITE 


Owner 
Se.ection Trust, Lp. 
(A. Chester Beatty, London, American-born and 
educated, is Chairman of the Board. He holds the 
same office in Mufulira Copper Mines, Rhodesian 
Selection Trust, Ltd., and Roan Antelope, all men- 
tioned later. A director of American Metal.) 


Harotp K. Hocuscuitp, New York 
(President and director of American Metal. Di- 


rector of Climax Molybdenum, O’OKiep Copper, 


Consolidated Coppermines and Rhodesian Selec- 
tion Trust.) 


Water Hocuscuitp, New York 
(Secretary and director, American Metal.) 


Newmont Minina Co. 


(Morgan-sponsored metal investing company. 


Fred Searls, Jr., vice-president of Newmont, is a 
director of American Metal.) 
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50,354 


39,400 
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Whether or not these considerations would 
justify purchase of the stock at present lev- 
els and under current market conditions is 
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divided among eleven holders. The list 
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This two-year record shows what a go. 
called “insider” did during runaway mar. 
kets in both directions. It cannot be de. 
nied that the selling as well as the buying 
had a stabilizing effect. in view of the 
timing, and it is interesting to note the 
results of the changes in the portfolio, 
Figuring transaction prices very roughly, 





















from the 330,400 share position with the 
stock selling at 26 to the position on De. 
cember 1, 1937, of only 290,400 shares with 
a market of 30, the profit was $560,000 in 
| round figures. This was entirely aside from 
the gain in market value of the unaffected 
bulk of the holdings. 

Despite recent acquisitions, however, the 
trend in the Selection Trust block has been 
| toward lessened holdings. The stock man- 
| aged to move forty-odd points against this 
factor before, but there is no assurance that 
| it will be able to do so again, nor that the 
| selling will be as gradual. On the other 
| hand, all of the large owners with the 

















s exception of the State Street Investment 








| 
OPERATIONS OF SELECTION TRUST LTD. | 
IN AMERICAN METAL | 
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Cerro bE Pasco Copper Corp. 39,000 
Epwarp H. Crark, San Francisco 1,900 
(E. H. Clark, president of Cerro de Pasco, has 
long represented Hearst interests. He is a director 
of American Metal, Homestake Mining. Hearst 
Consolidated Publications, etc.) 
State Street INvestTMENT Corp. 27,500 
(A Boston investment trust.) 
Orro Sussman, New York 16.288 
(Chairman of American Metal, director of Climax 
Molybdenum, Roan Antelope, and Rhodesian copper 
Selection Trust.) 
Ropert C. Stantey, New York 3.000 
(President of International Nickel, director of 
American Metal, Canadian Pacific Rwy., General 
Electric and Chase National Bank.) —__—_ 
Tora 923,213 
ToraL Stock OUTSTANDING 1,224,585 


As far as market action is concerned. the situation of 
fairly concentrated holding has a divided significance. 
If any of the larger blocks were to be liquidated, the 
process would be a long one and unless very delicately 
handled might hold the issue in the doldrums for many 
months. Only rarely do the volume of trading and the 
price trend allow selling in quantity. 

The accompanying chart shows what has been done 
in this connection over the past two years by the largest 
holder—Selection Trust, Ltd. Originally owning 350,000 
shares, these holdings had been decreased by Septem- 
ber, 1935, to 330,400. Still reducing its position until a 
low of 313,500 shares was reached in March, 1936, Selec- 
tion Trust then reacquired a modest amount in the 
spring slump. In the last few months of 1936 and the 
first two of 1937, the stock ran up sharply and the Selec- 
tion Trust holdings dropped to 282,700 shares. During 
subsequent market declines the position was built up 
again, although not, so far as we have been able to 
determine, to former levels. 


578 








Corp. are closely identified with the mining 
industry and they have given full indication of their 
faith in American Metal’s Rhodesian developments. It 
is a good sign of confidence when the managing and 
controlling interests are willing to put fortunes into 
their own company. 

The radical changes in the company’s status begun 
in 1928 have been a proof of management vision. For 
forty years one of the most important custom smelters 
and refiners as well as a sizable producer in its own 
right, American Metal noticed a stirring on the world 
map. ‘Where formerly the United States had 
been pre-eminent in copper production and only South 
America had come up to challenge our dominant posi- 
tion, deposits of large size were reported in the interior 
of Africa. With cheap labor plentiful, this ore could be 
handled at remarkably low costs, provided severe trans- 
portation difficulties could be solved. 

American Metal began to furnish the capital neces- 
sary to develop the new deposits. jointly with other 
interests. It was a speculation, the success of which 
became doubly important when two of the company’s 
large smelting customers, one in this country and one 
in Canada, were lost. At the time it was made, North- 
ern Rhodesia was producing less than one per cent of 
the world’s copper—hardly a tenth of what Spain alone, 
for instance, was mining. In the first eight months of 
1937, this district accounted for somewhere near 16 per 
cent of world output. The remarkable jump was scored, 
too, in the face of a quota system which restricts pro- 
duction to protect the price level. New mines have had 
difficulty in bringing their allotments up to what they 
consider a reasonable mark, and should be able to im- 
prove their relative position in the future as far as 
tonnage goes. 

American Metal today, therefore, finds itself the 
owner of three distinct groups of assets. First, the smelt- 
ing division, with its largest plant in New Jersey where 
Cerro de Pasco output is refined in bond. Grouped with 
the smelting and refining activities are the trading in 
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' metal industry. 
| properties is extremely variable 


| from unit to unit. 
} in copper prices 
place about a year ago was a as 


' vestments owned. 
) the company indicate that full year earnings may have 
reached $4 on the common. Any further improvement 
} will undoubtedly be conditioned upon a more favorable 


» available (see accompanying table). 
; all quoted security holdings up to the current market, 





ores and metals and the selling 
for other producers. Then there 
are the mines still wholly or par- fs 
tially owned in Mexico, the 
United States and Cuba, con- 
taining lead, zine, silver and 
copper. Finally and most influ- 
ential in determining the future 
of the company, come the in- 
vestments in other properties 
such as the Rhodesian deyelop- 
ments. All in all, the structure 
of values is highly complicated, 
but it provides an unusually 
wide coverage of the world 
The earning power of these 


fom year to year as well as 
The runup 
which took 


ie 


Be tsk Pe anv 
Photo by Don Selchow 
Typical open pit copper mining operations in Africa. 


great help to both operating and 
investment income, the latter 
rising to a new high during 1937. 
For the first nine months of the year net income of 


| $227 a share on the common stock was reported, which 


would have been reduced to 44 cents a share after pre- 
ferred dividends had there been no return from the in- 
Subsequent dividends received by 


metal situation than now prevails. 
Consider the balance sheet of a vear ago. the latest 
Then, if we bring 


certain interesting conclusions become evident. The 
balance sheet figures shown have been simplified and 
grouped for the sake of clarity. 

Suppose that Minority Interests and Reserves, a total 


| of $7,271,000, be set off against the $17,481,000 book 





Condensed Balance Sheet of American 
Metal Co., Ltd. 








ASSETS 

Current (Cash, receivables, inventories, lies, advances and pre- 
payments) rar $22,003,000 
Investments (At book value, which for practical purposes means cost) 28,540,000 

> Plant & Equipment (Mines, smelters, refineries, real estate, ma- 

chinery and equipment, after allowance of $17,167,000 for de- 
ciation and depletion) darman ere 15,814,000 
Other Assets 1,667,000 
$68,024,000 


TOTAL 


LIABILITIES 


Current $ 8,237,000 


Reserves (including $3,474,000 General and Contingent Reserves 


and $1,393,000 for fiuctuations in metal prices) 6,557,000 
Minority Interests 714,000 
Capital Stock & Surplus 52,516,000 

$68,024,000 


TOTAL 
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value of Plant & Equipment plus Other Assets. This 
would leave Current Assets and Investments to be ap- 
plied against Current Liabilities and Capital Stock. 
The computation would proceed— 

$22,003,000 


Current Assets 


Less: Current LIABiniries 8,237,000 





Ner WorkING Caprtat 13,766,000 
INVESTMENTS: 
Rhodesian Selection Trust (5,352,735 shares at 
19s, London, January 17, 1938.) 25,425,000 
Roan Antelope Copper Mines (Holdings equal 
to approximately 1,629,766 American shares 
at 17, New York Stock Exchange, January 
27, 1938.) 27,706,000 
(Approximately 230,000 


Climax Molybdenum 
York Stock Exchange, 


shares at 34, New 


January 27, 1938.) 7,820,000 
Cerro de Pasco Copper Corp. (13,000 shares at 

39, New York Stock Exchange, January 27, 

1938.) 390,000 
Consolidated Coppermines (165,000 shares at 5, 

New York Curb Exchange January, 1938.) 825,000 


Other investments including certain unconsoli- 
dated subsidiaries and substantial stake in 
new O’OKiep development not valued 


Workine Carrrat AND INVESTMENTS. . $74,594,000 


Toran Net 


Depucr: Par value of 66,670 shares of 6 per cent 

preferred stock 6,667,000 
Total for common stock $67 927,000 
Per share on 1,224,585 shares of common $55.47 


With the stock selling close to 30, this estimate of 
underlying market values might seem to stamp it as an 
imperative bargain. The case is unfortunately not so 
simple, however. The bulk of the holdings are in the 
(Please turn to page 606) 


highty speculative class, 
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Hints for Investors in Changing 
Investment Trust Policies 


BY EDWIN A. 


Tes case for investment trusts has not been strength- 
ened by their record over the past year. The same 
leverage factors which magnified their 1936 gains oper- 
ated against them in 1937, so that the losses in assets 
per share were in some cases very serious, as shown by 
the accompanying table. Ten companies are listed there, 
some having bonds outstanding, some preferred stocks 
and one—Lehman Corp.—nothing but common. The 
varying degrees of leverage are further complicated by 
bank loans in several individual cases. 

Taken on the whole, however, the figures fairly sum 
up 1937 results as they affect the common stockholders, 
and they indicate a rather complete failure to get out 
anywhere near the top of the bull market. Investment 
trusts have their tax problems, as well as individuals, a 
large portion of capital gains tending to “freeze” at 
peaks, thus interfering with market judgment. As profits 
began to evaporate in the fall, though, and losses on 
new commitments piled up, the trusts became free to 
rearrange their portfolios without severe tax penalties. 
The net changes in holdings over the year should there- 
fore represent more clearly than usual the trend in the 
opinion of trust managers. 

General investment policy was to build up resources 
of cash or equivalent, or to reduce fixed obligations. 
In studying the records of Adams Express, American 
General, American International, Lehman Corp. and 
Tri-Continental Corp., this tendency is found to be 


BARNES 


unanimous. The five trusts had a _ total of about 
$36,000,000 in ready buying power at the end of 193), 
an increase of some $7,000,000 over a year earlier despite 
large reductions in funded debt or bank loans by thre 
of the companies. Since holding a sizable amount of 
cash sacrifices income, it may be deduced that the trust 
which preferred this policy to either a reduction in debts 
or investment in very high grade securities did so be 
cause they expected to find a use for the money in th 
market within a relatively short time. Adams Expres, 
American International and Tri-Continental fall into 


this category, having practically doubled their cash posi- : 


tion over a year earlier. American General Corp. chos 


to retire funded debt with its surplus funds, whikf 


Lehman Corp. increased its holdings of U. S. Govern. 


ment securities from about $3,000,000 to over $12,500, 
000. The latter two may presumably be considered les F 
optimistic for the immediate future at least, since they & 
have made provision for a longer wait than the othenf 


before use of their buying power in the market. 


All five trusts were sellers of common stocks on bal & 
ance during the year, and as far as can be learned thi ff 
was particularly true during the fourth quarter. In inter & 


preting their attitude toward specific groups, therefore, 
allowance must be made for the preponderance of selling 
over buying. The accompanying table showing the cor 
census of opinion recognizes this general drift, but doe 
not attempt to allow fully for it. Where the three mos 





Statistics on Ten Investment Trusts 


Year-end Asset Value 
per Share 


1936 
$22.84 
19.57 
16.11 
19.06 
24.61 
5.52 
17.41 
45.73 
12.89 
29.08 


Adems Express 

Americen-European Sec 

American Generel. 

A ri. Int, +i ! % 

Capitel Admin. A 

Chicego Corp... 

Generel American Investors 

Lehmen Corp... . 

Tri-Continen‘al Corp. 

U. S. & Foreign Sec 
Averege... 

(a) Adjusted for stock dvidend. 





Year-end 
Market Price 
1937 


15% 8% 
12% 55 
11% 4 
7.45 61.0 14 6% 
9.69 60.6 151% ay, 
51 90.8 5% 2 
8.09 53.6 125, 5% 
29.28 36.0 39Y/e(a) 24% 
3.26 74.7 9%, 3% 
3.00 86.2 18% é 
65.8 


Decrease 
43.5% 
55.0 
64.4 
56.2 
68.9 
61.0 
54.9 
39.1 
62.2 
66.9 
57.2 


Decrease 1936 
49.2%, 
83.7 


63.3 


1937 
$11.61 
3.19 
6.09 


— 
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The Consensus of Opinion 


Indicated by changes in Adams Express, American General, 
American International, Lehman Corp. and Tri-Continental 
Corp. Portfolios during all of 1937. 


Agricultural Equipment Mixed. 
Unanimously unfavorable toward motors,”somewhat un- 
favorable toward rubbers. 


Autos & Tires 
Aviation Optimistic, but not aggressively so. 
Banking & Finance Tendency to withdraw. 
Building & Real Estate | Somewhat more favorable. 
Chemicals Opinion divided; unfavorable on balance. 
Electrical Equipment Bullish on General Electric. 
Foods & Beverages 
Merchandising 
Metals 

Oils Group remains favorite. 

best liked. 


Fairly optimi:tic. 


Gaining in relative popularity. 
Bearish. 
Mixed, but favoring Anaconda and Nickel. 


Socony, Jersey and Continental 


Steels 
Railroads Large sellers on balance. 


Utilities Holdings drastically reduced. 





favored groups were the oils, chemicals and metals a 
year ago, the order is now oils, metals and building and 
real estate, chemicals having slipped in the combined 
trust appraisal. 

Most complete agreement occurred in the two lead- 
ing motor stocks. Chrysler and General Motors were 
sold by all five and the latter was entirely cleaned out of 
all the portfolios. Consolidated Edison, Allis-Chalmers, 
Atchison and Southern Pacific were sold by four of the 
trusts, with no buyers. Four of them sold Westinghouse 
and one bought a modest amount. Electric Power & 
Light, United Corp., Humble Oil and United Aircraft 
also met selling but no buying from these five sources. 

Four out of the five bought Socony-Vacuum, three as 
an entirely new commitment, the purchases totaling 
64.900 shares. There was some buying and no selling 
on balance in Caterpillar Tractor, Bethlehem Steel, and 
U.S. Rubber. American General and Lehman bought 
15,500 shares of General Electric, with the others neutral. 
All but Tri-Continental bought Crane and all but Adams 
Express bought Texas Corp. Adams Express, on the 
other hand, bought 35,000 shares of Curtiss-Wright A. 

As an example of how expert opmion may differ, 
U.S. Steel was bought by three and sold by two, leaving 
anet balance of 800 shares sold. Four of the group liked 
Texas Corp., yet Adams Express sold 15,000 shares, 
leaving a purchase balance of only 2,166 shares for the 
Whole group. Lehman Corp. bought Montgomery Ward, 
Penney and Sears, Roebuck; American General Corp. 
sold the three merchandisers in volume. 

It must be realized that many instances of buying 
early in the year and selling late, or vice versa, would 
modify the implications of these net changes in holdings. 
Where 10,000 shares of a stock were purchased last July, 
for instance, then 5,000 sold in November, the increase 
of 5,000 shares over the year cannot be taken as unquali- 
fied bullishness. The trust may, indeed, have continued 
optimistic and simply decided to lighten up all around 
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as a matter of general policy. Quite possibly, though, 
the reversal may have been a considered one and may 
even indicate further sales to come if more is still held. 

Several changes stand out in the Lehman Corp. port- 
folio when the year’s transactions are broken down to a 
quarterly basis. After selling 1,000 shares of Corn Prod- 
ucts Refining in the first half of the year, bringing hold- 
ings down to 5,000 shares, no change in the amount 
held occurred in the third quarter, then 2,000 shares 
were bought in the fourth. This action was well justified 
by developments in the Corn Products outlook, which 
turned bright late in the year when lower prices for the 
new corn crop allowed it a much more satisfactory profit 
margin. U. S. Rubber was partially sold in the first 
quarter, the balance held in the second, 5,000 shares 
bought in the third, and half that amount sold in the 
fourth. As a contrast, General Motors and Chrysler 
were bought in the first quarter, then sold during each 
of the last three quarters until they were completely 
liquidated. Most of the reversals appear to have been 
for other than trading reasons. 

Lehman Corp.'s purchases in the fourth quarter, aside 
from the Corn Products already mentioned, consisted 
of General Electric and Radio Corp., both also purchased 
in the third quarter, and a small amount of Schenley 
Distillers. Stocks partially sold out in the third and 
then completely liquidated in the fourth quarter were: 
Chrysler, General Motors, Goodrich, Goodyear, Dow 
Chemical, General Foods, Purity Bakeries, Atlantic 
Coast Line, Texas & Pacific, and Youngstown Sheet & 
Tube. Those which were held in the third, then entirely 
the fourth were: Consolidated Edison, 
Crown Zellerbach, Erie, Lehigh Valley, Pittsburgh & 
West Virginia and Southern Railway. Amerada, Socony 
and North American were bought in the September 
quarter and held in the following period. United Air- 
craft, Flintkote and Pittsburgh Plate Glass, part of which 
had been sold in the third quarter, were held in the 
fourth. 

Tri-Continental Corp. made several new additions to 
its portfolio during the final quarter and added to some 
blocks already held. New purchases were: 5,800 shares 
of Dome Mines, 1,000 shares of Loew’s, 5,400 McIntyre 
Porcupine, 800 Outboard Marine & Manufacturing, and 
2,000 Southern California Edison. Increases were in 
holdings of Homestake Mining, (Please turn to page 604) 


eliminated in 





Comparative Assets Per Share at Year-Ends 
Lehman Corp. 


Cash, Receivables and U. S. Gove:nment Securities 
Other Bonds 

Preferred Stocks 

Common Stocks 


Other Investments 


Less Liabilities and Allowances 
Net Asset Value per shave 
* Adjusted for stock dividend. 














SUN OIL 





A Stake in Oil and Shipbuilding 


Earnings Prospects Bright 


py <Q. 


I. point of size, Sun Oil Company is not one of the 
ranking units in the oil industry. That it isn't is because 


bigness is a corporate characteristic of the oil industry 
and the company suffers by comparison. 
judged by its outstanding progressiveness and con- 


However, 


sistently profitable operations, Sun Oil is easily one of 


the top-flight companies. 

In 1936, Sun Oil celebrated its fiftieth anniversary and 
throughout this period its history is closely interwoven 
with the development of the oil industry in the United 
States. The company’s growth has closely paralleled 
that of the industry and its financial returns have on 
more than one occasion been greater than those of 
rival companies which eclipsed Sun Oil in size. From 
1922 to 1933, the company averaged a return of 8 per 
cent on invested capital; in 1931, when chaotic con- 
ditions throughout the entire oil industry left large 
deficits in their wake, Sun earned better than 41. per 
cent on its capital; and in 1934, ’35 and °36 earnings again 
averaged 8 per cent on capital. Stockholders have re- 
ceived regular cash dividends in every year since 1904. 





HAMILTON OWEN 


As one reviews the highlights of the fifty-odd_ years 
of the company’s history, it is clearly apparent that no 
small measure of credit for its progress and_ prosperity 
must be given to the calibre of the management. To be 
sure, the success of any corporate enterprise is the suc- 
cess of its management. Moreover, it might be logically 
assumed that, having an early foothold in the industry, 
Sun would inevitably share the phenomenal growth in 
the use of petroleum products. But far from implying 
that the company’s progress was in a large degree fortui- 
tous, there is much to suggest that management played 
a leading role in shaping policies and objectives with 
outstanding results. 

The formation of the Sun Oil Company in 1886 by 
J. N. Pew for the purpose of developing and_transport- 
ing natural gas marked the beginning of a benevolent 
nepotism. There has never been a time since when the 
name of Pew has not been dominant in the affairs of 
Sun Oil. Of the seven members comprising the Board 
of Directors at the end of 1936, five were Pews. Although 
the merits of a family owned and managed corporation 

are subject to both pros and cons, at least 





from the standpoint of the individual in- 





NET INCOME 


vestor, so far as Sun Oil is concerned, the 
weight of the argument appears to be on 





DOLLARS PER SHARE 








‘31 


‘32 « ‘33 











the side of the pros. However one may 
feel about a management which is largely 
self-perpetuating, the indications are that 
in this instance it has made for harmony, 
singleness of purpose and ample elasticity 
in adapting the company’s policies to 
changing conditions. 

Broadly described as a large integrated 
oil unit, engaging in all major phases of 
the petroleum industry, Sun Oil fits read- 
ily into the familiar mold employed to 
designate the majority of ranking oll 
companies. Applicable as this descrip 
tion may be to Sun Oil, it also embraces 
a number of distinctive features which 
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} pipe line from Murrysville, Pa., 


| which their properties in Penn- 


vive the company certain defi- 
nite traits which set it apart 
from the rank and file of its in- 
dustry. 

One of these traits is brought 
out in the company’s pipe line 
activities. In 1884, Joseph N. 
Pew and his partner, E. O. 
Emerson, constructed a 14-mile 


to Pittsburgh in order that they 
might have an outlet for the 
large quantities of natural gas 


sylvania were producing. Later 
pipe lines were laid to Brad- 
ford, Pa., and Olean. N. Y. As 
the operations of these partners 
were extended to embrace the 
production of crude oil in Penn- 
sylvania and Ohio, the need for 
suitable transportation led to 
the incorporation of the Sun Oil 
Line Co. in 1889. In 1894 a re- 
finery was built in Toledo, O., 
and two pipe lines were built to 
connect this refinery with crude production in the North 
Lima field. The lines were subsequently extended and 
enlarged by connecting and gathering lines until it totaled 
260 miles. 

From then on the company’s system of pipe line facili- 
ties expanded steadily under the impetus of two impor- 
tant events in the oil industry—the discovery of oil in 
1901 in the Spindletop field, Texas, and the discovery of 
the prolific East Texas field in 1930. Storage and tide- 
water facilities were acquired at Sun Station and Sabine 
Pass and connected by pipe lines to the Spindletop field. 
Later these pipe lines were extended to other fields in 
Texas and, with the discovery of East Texas, a 200-mile 
line was constructed and augmented by a_ 150-mile 
gathering system. Another 166-mile line was developed 
in Oklahoma. While in the reading these accomplish- 
ments of the company in pipe line construction may 
appear no different than those of any other oil company 
operating in these important oil fields, to the Sun Oil 
Company they were an important phase in a definite 
plan to create a highly efficient distributing system. 

It was in 1930 that Sun Oil scored something of a 
signal triumph in the utilization of pipe lines. Prior to 
that time pipe lines had been used almost entirely for 
the transportation of crude oil. The company conceived 
the idea of constructing a pipe line for the transporta- 
tion of gasoline and forthwith began to lay such a line 
from its main refinery in Marcus Hook, Pa., to Cleve- 
land, Ohio, with a branch extending to Syracuse, N. Y. 
After various difficulties, including scaling the Allegheny 
Mountains at an elevation of 2,860 feet and crossing the 
Susquehanna River three times, a system of 732 miles of 
gasoline pipe line was completed. The advantage of this 
particular system is that it enables the company to 
supply valuable marketing areas at an important saving 
in transportation costs. Since then a similar pipe line 
has been laid from the company’s ‘Toledo refinery to the 
important Detroit consuming area. In this division of 
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Sun Oil Company's Refinery at Marcus Hook, Pennsylvania. 


the oil industry, Sun Oil has outshone many of its larger 
competitors. 

As a matter of fact, in all phases of oil transportation 
the company has a highly efficient and smoothly fune- 
tioning system. With the opening of the Texas oil fields, 
owing to the prohibitive transportation costs, there was 
no advantage to the company in shipping crude to the 
Toledo refinery. Reasoning that the Eastern seaboard 
offered the best market for refined products, a refinery 

yas erected at Marcus Hook, Pa., on the Delaware 
River. The company operated several tank ships of its 
own, but the demand for ships to move oil out of Texas 
was so great that refinery operations frequently were 
delayed because of inability to secure uninterrupted 
shipments. 

These conditions led the company to acquire a tanker 
fleet of its own. As Sun Oil’s business grew so did its fleet 
of ocean-going tankships. At the present time the com- 
pany owns nine tankships with a deadweight tonnage 
of 116,600 tons and in addition leases seven tankships 
from the Motor Tankship Corp. (49 per cent controlled 
by Sun Oil), having a deadweight tonnage of 93,000 
tons. Additional transportation facilities include 19 
barges, a fleet of about 1,200 tank cars and a large num- 
ber of tank and auxiliary motor trucks. 

At one terminal of this comprehensive transportation 
system are producing properties embracing in the neigh- 
borhood of 80,000 acres of proven oil lands, in Kansas, 
Oklahoma, Texas and New Mexico. At the beginning 
of 1937, the company’s estimated underground reserves 
were in excess of 200,000,000 barrels of crude oil. Field 
storage facilities were sufficient to provide for some 
5,000,000 barrels of oil. 

At the other terminal are three refineries, a large 
dealer organization, important export markets and a 
subsidiary having extensive facilities for the construc- 
tion, servicing and repair of ships. Of the company’s 
refineries, the one at Marcus (Please turn to page 604) 
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Shipbuilders Face Busy Year 


American shipyards launched 105 
merchant vessels grossing 232,968 
tons in 1937—the best year with the 
exception of 1930 in the last quar- 
ter of a century. Starting with close 
to 100,000 tons more work on hand 
now than a year ago, the industry 
would appear to be assured of a high 
rate of operations for some time to 
ceme, regardless of general business 
activity or lack of it. Add to the 
extensive plans for rebuilding the 
merchant marine the prospect of a 
greatly enlarged Navy, and the total 
indicates few idle shipways 
over the coming months. 


very 


One of the most immediate bene- 
ficiaries of the surge is Bethlehem 


Courtesy Sun Oil Corp. 
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Steel, already busy with several de- 
stroyers and an aircraft carrier. U.S. 
Steel’s subsidiary, Federal Ship- 
building, is working or planning on 
six destroyers. Electric Boat is the 
only private submarine builder in 
the country and will enjoy an active 
year. Other yards which will share 
in either commercial or military 
work are Bath Iron Works, New 
York Shipbuilding, Newport News 
Shipbuilding & Dry Dock and Sun 
Shipbuilding. The outlook for earn- 
ings on the satisfactory volume of 
work is a complicated one, particu- 
larly with the Vinson-Trammell Act 
limiting profits on Navy contracts. 
The larger ships take so much time 
in building that fluctuations in costs 
of materials have great effect on final 


results. A high rate of operations, 
however, should cut proportionate 
overhead costs appreciably. 


Equipment Trust Certificates 


Equipment trust obligations have 
had a remarkably good record in this 
country over the past half-century. 
Occasional defaults have occurred, 
both in principal and interest, but a 
comparison with railroad mortgage 
bonds results very favorably for the 
equipments. Recognizing this, the 
market sets a high value on the 
notes of the more prosperous roads, 
with the yield down practically to 
1% on those of the Chesapeake & 
Ohio or the Union Pacific, for ex- 
ample. 

Even the Erie. which defaulted on 
certain equipment trust notes last 
month, enjoys a yield basis of 4°4% 
to 344%. New Haven certificates 
are quoted at 414% to 31%4%. Chi 
cago Northwestern equipment trust 
certificates are quoted at 6% to 
544%, Missouri Pacifies at 4% to 
3%, and St. Pauls at 614% to 514%. 
The fact that the equipment is vitally 
necessary to the operation of a road 
and that reorganizations have rarely 
resulted in to the certificate 
holders accounts for the relatively 
low vields prevalent. The cessation 
of interest payments on a bankrupt 
road’s long-term debt actually pre- 
serves working capital to the ad- 
vantage of the trust certificates in 
many cases. Financial strength of 
the road is still of major importance, 
but a lack of it does not mean catas- 
trophe for the equipment trust 
owners. 


loss 
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U. S. Steel Borrowing 


Most steel companies, 
realizing the mercurial na- 
ture of the business, prefer 
to keep bonds and interest 
charges down to minor pro- 
portions. A conspicuous 
demonstration of the 
soundness of the policy was 
provided by U. S. Steel’s 
debt-reduction program in 
1929. Some $20,000,000 in 
annual interest charges 
were eliminated by this 
move, and following events 
left little doubt that the 
company had acted wisely. 
Now a loan of $50,000,000 
has been arranged in order 
to care for construction 
plans and to keep the cash 
balance up to desired lev- 
els. Noting that more per- 
manent financing will prob- 
ably follow when market 
conditions allow, it might 
be assumed that U.S. Steel 
will create new funded 
debt. thus reversing the 
policy of 1929. 

The financing might, of 
course, take the form of 
convertible bonds, of say a 
844% coupon rate, with 
the likelihood that they 
would be converted into 
common stock before a 
slump could have made 
their interest charges bur- 
densome. In either case, 
the management has ex- 
pressed its confidence in 
the future directly by plan- 
ning large capital outlays, 
and obliquely by allowing 
for a favorable opportunity 
to sell common stock. 


Industrial Briefs 





Food Machinery .. . 


Developments in Companies Recently Discussed 


Sears, Roebuck .. . Sales in January totaled 


$29,634,776, a decline of 3.1% below Janu- 
ary, 1937. Company has restored tire 
prices to the level existing at the time the 
cut was announced at the first of the year. 


National Lead . . . Reflecting a sharp decline 


in the sale of all principal products in the 
last half of the year, company's report for 
1937 disclosed net profit of $4,886,951, or 
the equivalent of 94 cents a share for the 
common stock, as against $7,232,530 or 
$1.71 a share in 1936. Sales increased 
some $13,000,000 last year, but the increase 
in costs was proportionately greater. The 
management has expressed its intention of 
making every effort to maintain the present 
50-cent dividend. 


Earnings in the com- 
pany's December quarter were somewhat 
lower than in the same months of 1936. 
Net of $213,019 was equal to 39 cents a 
share on the outstanding common stock, 
comparing with $262,021 or 62 cents a 
share on a smaller number of shares in the 
December quarter of 1937. 


. W. Woolworth . . . Sales last year were 


the largest in the company's history and 
about 5% ahead of 1936. Net profit to- 
taled $33,176,509, equal to $3.40 a share 
on the outstanding common stock and com- 
pared with $3.35 a share in 1936. Inven- 
tories at the year-end were only slightly 
higher than a year previous and working 
capital appeared ample for all require- 
ments. 


Republic Steel . .. Company's preliminary re- 


port for 1937 revealed net profit of $9,- 
044,147, equal, after dividend requirements 
on both classes of preferred shares, to 
$1.14 a share on the common stock. Net in 
1936 amounted to $9,586,922. Operations 
in the fourth quarter of last year resulted 
in a loss of $247,323. 


E. |. duPont de Nemours. . 


Hercules Powder. . 


Bethlehem Steel .. . 


. Of earnings last 
year equal to $7.29 a share, company's own 
operations accounted for $3.92 a share, 
while dividends received from the com- 
pany's investment in General Motors con- 
tributed the equivalent of $3.37 a share. 
In the final quarter, however, when sales 
declined 16%, the General Motors invest- 
ment contributed $1.35 a share, while the 
company's operations produced only 61 
cents a share. 


. Net income last year 
totaled $4,440,273, comparing with $4,284,- 
164 in 1936. Earnings were equal to $3.23 
a share last year as against $3.17 in 1936. 
The gain was limited in 1937 by a sharp 
falling off in business in the final quarter 
coupled with necessary inventory adjust- 
ments. In the opening weeks of 1938 busi- 
ness volume was running about 29% under 
the average for 1937. 


American Steel Foundries .. . After a promis- 


ing first half, the volume of new business 
received by the company in the last six 
months fell off sharply. As a consequence, 
the gain in profits was less than earlier 
expectations, net of $3,617,761 having been 
equal to $2.88 a share for the common 
stock. In 1936 net of $2,953,426 was equal 
to $2.64 a share. Recently the company 
declared a quarterly dividend of 25 cents, 
which compared with four quarterly pay- 
ments of 50 cents in 1937. 


With operations last 
year averaging 77.7% of capacity, com- 
pany reported earnings equal to $7.64 a 
share for the common stock. In 1936, opera- 
tions averaged 64% and earnings were 
equal to $2.09 a share. Current capacity 
will be increased about 640,000 tons to 
around 10,000,000 tons. Company is in a 
position to benefit by proposed naval pro- 
gram, although this business is unlikely to 
be a near term factor. 





employment. . 


. . Packard has an- 


Demand for rayon has picked up 
considerably following the recent 
price reductions and the industry is 
expecting capacity operations by 
March 1. . . . The National Auto- 
mobile Show this year will open on 
November 11, a month later than 
in 1937. This move is an attempt 
to compromise the demands of deal- 
ers, while at the same time retain- 
ing the benefit of more stabilized 
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nounced price reductions of $100 on 
all its Sixes. Other companies may 
follow suit... . The steel industry, 
according to recent budgets, will 
spend $165,000,000 on new plants 
and equipment this year. This figure 
is $155,000,000 under the 1937 out- 
lays. ... Prices on carbon black have 
been reduced to a point virtually 
eliminating the margin of profit on 
domestic orders. Fortunately, how- 
ever, the sustained heavy sales of 


natural gas by the two leading pro- 
ducers of carbon black, Columbian 
Carbon and United Carbon, will 
give timely support to earnings. . . . 
Telegraph companies are rumored to 
be seeking higher rates. This would 
seem to be playing directly into the 
hands of the telephone companies. 
.. . Bolstered by large foreign orders, 
operations of machine tool manufac- 
turers are holding up fairly well. 
Foreign business, moreover, gener- 
ally carries a larger margin of profit. 
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Stocks Cheap on Earning Power 


Six Diversified Issues Which Ap- 


pear Substantially Under-valued 


BY 


I. every bear market—and often well before bottom 
has been reached—a great many stocks “look cheap on 
earnings.” The woods are filled with speculators who 
became “involuntary investors” through the disillusion- 
ing prosess of buying stocks that looked exceptionally 
cheap and proved otherwise. And many an investor has 
rued the day when he mistook a low price-earning ratio 
and a high yield for the earmarks of a stock that was 
on the bargain counter. 

The reverse is usually true, in that a low price-earn- 
ings ratio and a high vield are usually warnings that 
something is wrong, whereas a relatively high appraisal 
of earning power and lower than average dividend yield 
may be taken as reflecting a premium for exceptional 
quality and for what, in the composite market judg- 
ment, appears an exceptionally favored outlook. At 
rare periods of abject pessimism, such as the summer 
of 1932, even high grade stocks sell at very low prices. 
but few entirely surrender all premium for quality even 
under the worst of conditions. 

Reported earnings are always in the past tense. and 
not necessarily indicative either of current or future 
profit trends. To reach an intelligent conclusion as to 
whether any given stock is cheap now—at what appears 
a generally low level of the stock market—one must be 
able to appraise future earnings probabilities with at 
least fair accuracy and, equally important, time the 
purchase advantageously with reference to the major 
market trend. The momentum of a bear market can take 
any stock materially lower than it should, in theory, 
sell on indicated earnings. 

We are herewith briefly analyzing six equities selected 
either because earnings will, in our opinion, be well main- 
tained despite general economic depression or because— 
again in our opinion—earnings appear capable of rela- 
tively prompt and substantial improvement when de- 
pression ends. These selections are Abbott Laboratories, 
Columbia Broadcasting System, National Supply Co., 
Paraffine Companies. Phillips Petroleum Co. and Under- 
wood-Elliott-Fisher. The majority of these issues are 
speculative, and purchases should be considered only with 
reference to the market outlook analysis in the forepart of 
each issue of Tut Macazine or Wau Street. 
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RALPH 


MERRILL 


Abbott Laboratories 


This company. whose 
history goes back thirty- 
eight years, is a leading 
manufacturer of pharma- 
ceutical, biological, chemi- 
cal and vitamin products. 
Due to relative stability of 
the demand that it serves, 
to consistent expansion of 
product lines and to ag- 
gressive merchandising 
Lis policies, its sales and profit 
:' = trends have been excep- 
tionally favorable. Dividends were maintained through 
the last depression, while profits suffered but relatively 
moderate decline between 1929 and 1932 and thereafter 
not only were prompt to recover lost ground but estab- 
lished successive new high records in each year from 1934 
through 1937. On the basis of report of $1,327,580 
earned in the nine months ended last September 30, 
profit for 1937 should prove to have been around $1,700,- 
000 or not importantly less than three times the net 
income of 1929. 

While there are 640,000 shares of common stock out- 
standing, preceded by 20,000 shares of 444 per cent 
cumulative preferred stock, the equity normally has 
an inactive market on the New York Stock Exchange, 
is not a stock suitable for trading purposes and com- 
mends itself only to the speculative-investor. Neverthe- 
less this stock, now priced at 38, has had a 1937-1938 
range of 55-36, and, with a favorable earnings and 
dividend outlook, it would appear to hold promise of 
worth while appreciation under favorable market con- 
ditions. 

Existing shares represent three-for-one split in July, 
1936. Last year’s net is estimated at approximately $2.60 
per share. At present quotation the issue is priced at 
14.6 times latest year’s profit per share and on the 
basis of 1937 dividend payments the yield is around 
5.4 per cent. 

Financial position is strong, and with markets in 
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most countries throughout the world, sales and earnings 
are subject, we believe, to further substantial long term 
growth, even though the present depression may tend 
to check the rate of expansion shown over the past 
several vears. 


Columbia Broadcasting System 


Columbia. known to most as C B §, is one of the two 
dominant radio broadcasting companies. Although 
formed only a bit more than ten years ago, the enterprise 
has been strikingly successful in competing with the older 
National Broadcasting Company and, particularly in 
recent years, has shown substantial growth in revenues 
and earnings derived from sale of radio time. 

Up through November, by which month the business 
depression had gathered generally recognized momentum, 
Columbia’s time sales were still running more than 10 
per cent ahead of the 1936 figure; and for the first eleven 
months of 1937 sales of $25,935,500 were more than 
4) per cent larger than for the corresponding period of 
1936. Some 75 per cent of the company’s revenues from 
commercial radio programs relate to promotion of foods 
and food beverages, tobacco products, drugs and toilet 
goods. lubricants and fuels, soaps and housekeepers’ 
supplies and confections. Thus the bulk of Columbia’s 
business is with customers whose markets are relatively 
stable; and, regardless of general business conditions, 
many of these buyers of radio time are under the neces- 
sity of maintaining large promotional expenditures in 
behalf of nationally distributed, trademark products. 

It therefore appears a reasonable assumption that 
Columbia’s revenues and profits will be maintained at 
a satisfactory level. Capitalization consists of 951,876 
Class “A” shares and 948,674 Class “B” shares, the two 
classes of stock having identical rights except as to vot- 
ing privileges which relate to election of one-half of the 
members of the board of directors. For the 39 weeks 
ended last October 2, net profit of $3,053,416 was equal 
to $1.79 a share on the com- 
bined stocks, suggesting 
1937 net of around $2.20 
per share. Last year’s high 
for these shares was about 
32, the low to date has been 
16°4 and current price is 
approximately 17. Divi- 
dends totaling $1.95 per 
share were paid last year. 

In a better stock market 
we think this company’s 








prospective earnings and 
dividend payments — will 





justify substantial percen- 
tage appreciation for its 
stocks. At last year’s best price the yield was around 
6 per cent. This was a bit high, reflecting no doubt the 
fact that conservative investors will consider the enter- 
prise as still somewhat unseasoned and also subject to a 
certain dependence on continuing favor of government, 
since rights to the air waves are granted by the Federal 
government and could be taken away. With due allow- 
ance for these factors, we think Columbia is nevertheless 
a speculation of promise. 
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National Supply 


This company is a leading manufacturer of equip- 
ment and supplies extensively used in the drilling 
of oil wells and is also a maker of Diesel engines. 
Its distributing organiza- 
tion includes nearly one 
hundred owned stores and 
warehouses adjoining prin- 
cipal oil fields. Because of 
sustained uptrend in con- 
sumption of petroleum 
products and resultant urge 
of oil producers to bolster 
holdings of proven under- 
ground reserves of crude 
oil, its longer outlook ap- 
pears highly promising. 

Earnings have shown 
over 





sensational recovery 
the past several years, 

amounting for the nine months ended last September 
30 to approximately $5 per share on the 1,148,364 shares 
of comon stock outstanding, as compared with equiva- 
lent of $1.75 per share for the first three quarters of 
1936. Although the company could hardly have escaped 
the effects of the business decline during the fourth quar- 
ter, profit for the year will almost certainly prove to 
have been in excess of $5 per share. 

Two capital changes were made by National Supply 
last vear. The common stock was split three-for-one in 
connection with merger of Spang. Chalfant, and a new 
preferred stock was issued to holders of the $7 pre- 
ferred in clearmg accumulated dividends of some $35 
per share. Because the company’s rapid expansion of 
volume required bolstering of working capital position, 
benefits of restored earning power have not yet been 
more than partially reflected in dividend policy. Re- 
cent initial dividend on the present common shares took 
the form of 1/10 of a share of $2 perference stock for 
each share of common. Assuming full exchange of 
shares under the merger plan, capitalization of the pres- 
ent company will consist of 296.293 shares of 54% per 
cent convertible or 6 per cent non-convertible prior 
preferred shares, 166,353 $2 ten-year preferred stock 
and approximately 1,155,967 shares of common. This 
somewhat complex set-up and the fact that conversion 
of the preferred stocks will increase outstanding com- 
mon have no doubt accounted in some part for the mod- 
est price-carnings ratio commanded by the comon. High- 
est price attained by the common following three-for-one 
split was 26144 and the lowest was 175g, with present 
price around 19. Even allowing for full conversion of 
the preferred shares, however, present common stock 
capitalization would be increased only to approximately 
2,063,000 shares and on this basis estimated 1937 profit 
would be equivalent to about $2.50 per common share. 


— pone 


Paraffine Companies, Inc. 


Put together as a merger in 1917, with one unit dat- 
ing back to 1884, this organization and its subsidiaries, 
operating largely on the Pacific Coast. number among 
their products asphalt roofing, shingles, building paper, 
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insulating felts, roof coat- 
ings, felt base and inlaid, 
lmoleum, mastipave floor 
coverings, paints, varnishes, 
lacquers and enamels, fiber 
wall board, boxboard and 
fiber shipping containers, 
and a general line of glass 
containers for cosmetics, 
food, liquors, etc. Thus, 
markets are broadly di- 
versified, but with greater 
part of revenues dependent 
on building. 

The earnings record has 
been unusually good, some profit having been shown even 
at the bottom of the depression. For the fiscal year 
ended June 30, 1937, net income was $2,608,395 or not 
far under record high of $2,863,258 earned in the 1929 
fiscal year. It may be added that net of $2,608,395 
on total sales of $12,873,469 indicates highly favorable 
profit margin. Capitalization consists of 23,804 shares 
of 4 per cent preferred stock—issued in 1936 to expand 
working capital—and 476,062 shares of 
common. Profit for the fiscal year ended 
last June was equal to $5.28 per share of 
common. 

While earnings have been adversely 
affected by the decline in general busi- 
ness activity, amounting to $1.78 a share 
for the six months ended December 31 
against $2.51 in the second half of 1936. 
it would seem that this has been rather 
liberally discounted by decline of the 
stock from last year’s high of 90 to recent 
low of 32144. Current price is about 42. 
The issue is in limited supply and subject 
to sharp market fluctuations. It is there- 
fore suited to the speculative-investor 
interested in both better than average quality and 
prospect of broad appreciation under favorable condi- 
tions. Working capital position appears secure and the 
performance both during recent years and prior to 1929 
indicates strong recuperative powers in sales and profits. 


Underwood-Elliott-Fisher 


A leading maker of office equipment, Underwood- 
Elliott-Fisher was showing vigorous expansion of sales 
and earnings prior to the present business slump. The 
preferred stock issue having been retired in 1936, sole 
capitalization is 733,084 shares of common, on which 
profit for the nine months ended last September 30 was 
equal to $4.62 per share as compared with $2.76 a share 
for the first nine months of 1936. 

At present the stock is priced at 53, which compares 
with bull market high of 10014 and low to date of 4614. 
On this basis the stock does not “look cheap” on earn- 
ings, since current profits certainly cannot be running at 
the rate shown for the first three quarters of last year, but 
it can be said for this company that it occupies a strong 
trade position in an industry for which the longer term 
outlook appears definitely favorable. 

In the limited and temporary New Deal recovery, the 
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accumulated need for office machines built up during the 
depression years was but partially filled. Moreover, New 
Deal measures on the one hand have increased the cost 
of doing business, thus tending to expand demand for 
labor-saving devices; while on the other hand some mea. 
sures, including the Social Security program, have vast- 
ly enlarged the national task of record-keeping, both on 
the part of business and of government. 

Here we have continuing factors favorable to the office 
equipment industry and certain to re-assert themselves 
when the next general recovery begins. If one believes 
that a major turn will come sometime this year, Under. 
wood-Elliott-Fisher meanwhile will have suffered but a 
temporary shrinkage in earnings. In relation to 1937 earn- 
ings, the issue commands a much higher price than, for 
example, Chrysler or Commercial Credit, both of which 
look very cheap. The reason for this premium is the com- 
posite investment and speculative opinion that the longer 
outlook for the office equipment business is brighter 
than that for the automobile business. 

The typewriter division accounts for the biggest por- 
tion of sales of Underwood-Elliott-Fisher, with the ac- 
counting-machine division second and adding machines 

and accessories in third position. Foreign 
sales account for about one third of total 
volume. Plants are operated at Hartford 
and Bridgeport, Conn., Burlington, N. J,, 
Harrisburg, Pa., and Toronto, Can. Net 
income last year, even allowing for shrink- 
age in the fourth quarter, was the best 
since 1930 but far under the record high 
of $10.11 per share earned in 1929. Finan- 
cial position appears secure. 


Phillips Petroleum Co. 


In relation to record high earnings 

of approximately $5.40 per share in 

1937, Phillips Petroleum common at its 

present price of 38 looks very cheap. Whether it is 

really cheap, however, depends upon the 1938 outlook 

for the oil industry generally and that, in turn, is a spe- 

cial problem only partly tied up with the prevailing 

depression. There is no depression in oil. Consumption 

of gasoline and of fuel oil reached new high levels in 

1937. The longer trend of demand is upward and the 

effect of depression upon public purchasing power could 

scarcely result in more than a minor and temporary 

retardation of this rise. 

As usual, the doubts are 
on the supply side. This 
is the slack season for gaso- 
line, the active season for 
fuel oil. At the moment, 
despite Sunday shut-downs 
in the Texas fields, there is 
a problem of over-produc- 
tion, particularly as_ re- 
flected in increasing stocks 
of gasoline. By the end of 
February—and that is not 
long to wait in a stock 
market that shows no in- 
(Please turn to page 606) 
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The Personal Service Department of THe MaGazine or WaALu 


STREET will 


answer by mail ur telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1, Give all necessary facts, but be brief. 


2, Confine your requests to three listed securities. 


3, No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4, If not now a paid subscriber, use coupon elsewhere in this issue and send 
check at same time vou transmit your inquiry. 


| Special rates upon request for those requiring additional service. 





General Cable Corp. 


I bought 100 General Cable common at 
17% last year. While I still have a profit, I 
= um wondering if this might not be a good 
# time to close out, in view of the uncertainty 
t facing the public utilities. Please advise me. 
—F. J. M., San Bernardino, Calif 


We would be inclined to question 
the wisdom of closing out your com- 
‘mitment in the shares of General 
Cable common stock at this time. 
| We realize, of course, that the shares 
Fare of distinctly speculative calibre 
and, accordingly, embody a greater- 
than-average investment risk. At 
the same time, it is possible to con- 
cede the shares rather promising 
possibilities with the benefit of 
public utility expansion and con- 
struction on an increasingly larger 
scale. Based on estimated require- 
ments, there is no question that 
potentially the public utilities could 
be large consumers of the company’s 
products. Unfortunately, the *will- 
ingness and ability of the public 
utility industry to engage in large 
scale expenditures for new equip- 
ment, ete. is almost irreprievably 
interwoven with the political situa- 
tion. Both as a political exterior 
and a sound contribution to the eco- 
homic welfare of the country, it may 
be possible that the Administration 
may take steps to encourage public 
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ulility spending. Whether or not the 
Administration becomes more leni- 
ent in its attitude toward the public 
utility industry is, in our opinion, 
the big speculative “if” in the out- 
look for General Cable. 

The products of General Cable 
Corp. range all the way from the 
finest enamel instrument wire to the 
heaviest aerial and underground 
cables. In addition, the company 
makes copper rods and tubing and a 
line of insulated aluminum wires and 
cables. The nature of the company’s 
business was such that a_ severe 
diminution in earnings was experi- 
enced during the depression years. 
Deficits aggregating more than $14,- 
000,000 were reported in the years 
1930 to 1934, inclusive. In the fol- 
lowing vear General Cable showed 
black figures for the first time since 
1929. In 1936 the preferred dividend 
was covered by a margin equal to 
$1.64 a share on the outstanding 
Class A stock, and for the twelve 
months to September 30, 1937, earn- 
ings of $3,408,975 were equal to 


$1.65 a share after preferred and 
Class A dividend requirements. Cap- 
italization consists of .150,000 shares 
of 7% preferred stock, 368,350 shares 
of Class A stock and 550,730 shares 
of common stock. There is also out- 
standing some $11,000,000 in first 
mortgage bonds bearing interest of 
5%%. The capital structure is such 
that considerable leverage is im- 
parted to the common stock, a con- 
dition which tends to result in widely 
fluctuating earnings. All in all, con- 
sidering the substantial decline ex- 
perienced in the shares, we would be 
inclined to counsel retention of your 
commitment, at least with a view 
tc the trend of developments over 
the near term. 


Cluett, Peabody & Co. 


I am told Cluett, Peabody will eventually 
give a good account of itself. I will, there- 
fore, appreciate any information you can give 
me about it. Is early improvement a distinct 
possibility?—S. N., Tulsa, Okla. 


During the first half of 1937, Clu- 
ett, Peabody & Co. enjoyed a sub- 
stantially higher sales volume and 
increased income from its license 
right on the “Sanforizing” process. 
These factors combined to raise first 
half earnings to 84 cents per common 
share, from 47 cents in the similar 
1936 period. However, it is expected 
that the latter half of 1937 registered 
a curtailment in the volume of new 
business and lower royalty income 
from other manufacturers. Never- 
theless, profits on a year to year 
basis should compare favorably. The 
company has established the trade 
name of “Arrow” for its shirts, 
underwear and collars. A small price 
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advance in the quality lines recently 
appears to be holding up well. This, 
connected with a relatively good de- 
mand for shirts, it is believed, has 
led to satisfactory earnings in 1937. 
November of 1937 was the best No- 
vember, as regards volume of busi- 
ness. since 1923. The president 
recently stated that December busi- 
ness was the best of any in the 
company’s history. The liberal divi- 
dend paid on the common. stock 
appears adequately protected by the 
expectation of continued  satisfac- 
tory profits and by the extremely 
strong financial position maintained 
by the company. As of June 30, 
1937, the company reported total 
current assets of $12,359,716 against 
total current liabilities of only 
$3,869,278. Thus, the high yield af- 
forded by the stock and the possibil- 
ities of price advancement in the 
issue from these levels, justify a con- 
structive attitude toward the issue 
and retention over the near term is 
advisable. 


Philip Morris & Co., Ltd. 


I had thought of buying Philip Morris back 
in October, when it sold down to 65. Only a 
week later, as you know, it advanced 25 
points and my order was never executed. 
How do you look upon a purchase of these 
shares at this time?—C. H., New York, N. Y. 


At the first of the vear a 
statement by the president of Philip 
Morris indicated that sales of the 
company during 1937 were approx- 
imately 50% over 1936, when 5,600,- 
000,000 cigarettes were sold. To 
meet this increasing demand, the 
company has opened a new $700,000 
plant in Richmond, Virginia. The 
increase in sales (which, by the way, 
in percentage gain is well ahead of 
that of the industry as a whole) 
may be attributed to an aggressive 
and skilful management, sound mer- 
chandising technique and a popular 
product. The company has never 
reported a deficit and since 1924 
earnings have been on a_ steady 
climb, until they reached the high 
of $6.88 per share during 1937 fiscal 
year. It is anticipated that 1938 will 
see a continuation of this record and 
that profits for the fiscal year ending 
March 31 will approach $10 per 
share or a new high in the company’s 
history. For the six months period 
ended Sept. 30, 1937, earnings 
amounted to $6.04 per share. When 
this is compared with the six months 


hew 
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figure of the 1936 fiscal year of $3.28, 
$10 per share for the full vear does 
not seem over-optimistic. The com- 
pany is very simply capitalized, hav- 
ing only 519,151 shares of common, 
$10 par stock outstanding, which af- 
fords the stockholder liberal partic- 
ipation in earnings. Furthermore, 
the financial position maintained by 
the company Is strong, total current 
assets being compared to total cur- 
rent liabilities on the ratio of about 
21 to 1. The company is favored 
by the fact that sales and earnings 
are likely to be less sensitive to any 
recession in general business than in 
tle case of companies not favored by 
the high degree of consumer stabil- 
itv. characteristic of a popular 
cigarette. While the stock has risen 
considerably from the levels where 
you were first interested in it. we 
believe that there are several facts 
which when considered give a con- 
structive appeal to the stock. Among 
these are the extreme stability char- 
acteristic of this industry, Philip 
Morris’ leading position in the field, 
anticipation of continued good vol- 
ume sales during 1938, the increase 
in the company’s manufacturing 
facilities. and indicated continuation 
of earnings growth. Also, when it 
ix considered, on the basis of divi- 
dends paid in 1937 and as to cur- 
rent price, that the stock would 
vield you approximately 5%. vou 
might well consider it at the present 
time. 


American Machine & Foundry Co. 


Is retention of American Machine & Foun- 
dry advisable? I bought this issue at 19. for 
semi-investment, but am disturbed by the 
recent dividend reduction from $1 to 80 cents 
annually. Do you see any hope for pro- 
nounced improvement in earnings?—L. E. S., 
Hartford, Conn. 


American Machine & Foundry Co. 
turns out approximately 95% of all 
machinery with which cigarettes are 
made and practically all of the ma- 
chines with which machine-made 
cigars are produced in the United 
States. This close connection with 
the tobacco industry has led to a 
fair earnings showing over a period 
of years. Even during the depres- 
sion years, American Machine was 
able to report profits although each 
succeeding year saw a slight decline 
in earnings. This record was better 
than most machinery manufacturers. 

The company is able to produce 


so much of the machinery used) 
the tobacco industry, due to cong 
of patents for machinery used 
that industry. Although tobag 
machinery is still the most imp 
tant from an income standpoint & 
company has recently begun 
duction of equipment for the bak 
machinery, printing and paper} 
dustries. Recently the company q 
veloped a high speed machine, 
able of producing three times 4 
many cigarettes per minute as ff 
regular standard machine. 
continued development of new q 
chines should aid future earnifj 
considerably. E 

No income report since the 
months ended June 30, 1937 
been published, but it is expecté 
that 1937 full vear earnings will 
better than $1.00 a share. For th 
initial six months of last year 
company showed 59 cents per sha 
against 52 cents per share in thel 
six months of 1936. All of the com 
pany’s bonds and preferred stodk 
were retired some time ago afi 
capitalization now consists solely @ 
1.000,000 shares of common. stock 

The company has always mai 
tained an extremely strong financial 
position, the latest report, June 9 
1937, showing total current assel 
of $3,851.962. including cash and 
marketable securities alone of $983 
548, against total current liabiliti@ 
of only $956,222. Since the comk 
mon stock is the sole participant I 
earnings, we believe that continuet 
satisfactory disbursements will Be 
made, although the recent reductiom 
in the rate was unexpected. 

While no_ sensational 
earnings appear in near prospect the 
strong position of the company i 
the industries which it serves, iff 
broadening field and aggressive dé 
velopment policy would appear 
insure moderate gains over thé 
longer term. 


gains if 


Seaboard Oil Co. 


I should have sold my Seaboard Oil whet 
it was selling up in the fifties last Spring) 
and, having failed to do so, am back about 
even. Now, not seeing this issue covered @ 
your magazine recently, I am writing for you 
current views on its probable 1938 court 
—B.N., New York, N. Y. 


Now that net earnings for 1937 
are expected to approximate thosé 
for the year previous, when $2.00 @ 

(Please turn to page 603) 
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Although BUSINESS ACTIVITY since our last 
issue appears to have stabilized at a level 20% 
below last year, it is quite likely some further 
recession may take place before sustained re- 
covery can be resumed. Regardless of what 
steps, if any, the Administration may elect to 
take in the interests of business revival, business 
is making a concerted effort to put its house in 
order and there are signs, although admittedly 
not many, that progress is being made. Con- 
struction is holding up fairly well; the same is 
true of retail trade; used cars are moving bet- 
ter; and the slow process of liquidating inven- 
tories continues. 

* * * 

President Roosevelt's demand that the mass 
production industries should cut prices without 
wage reductions has tended to dissipate what- 
ever confidence and goodwill may have arisen 
from the White House conferences with business 
leaders. In fact the thought that Washington 
is working for price reductions must of itself 
cause deferment of purchases by large consum- 
ers of industrial staples and finished products, 
quite apart from the circumstance that price 
reductions in the heavy goods field woos not 
greatly stimulate buying so long as planning by 
private business is made precarious by vacillat- 
ing and unpredictable political planning. 

Please turn to next page) 
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HIGHLIGHTS 
INDUSTRY—Past fortnight witnessed 


mild pick-up in business volume; but 
some further dullness may prevail 
before sustained. recovery. Political 
fog and high inventories still hamper 
revival in heavy goods demand. 


TRADE — Retail trade surprisingly 
good, and depleted inventories be- 
gin to force replacement purchases. 
Consumer demand will taper off, 
though, unless employment picks up. 


COMMODITIES—Prospects suggests 
mild recovery in most raw materials. 
Agricultural staples rally again on 
drought fears. 


MONEY AND CREDIT — No nearby 
probability of monetary measures to 
expand bank reserves; but mild in- 
flationary possibilities in heavier 
Government spending. Bank credit 
still contracting. 





SUPPLY & DEMAND 


(Production and Consumption) 
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ne PRESENT POSITION AND OUTLOOK _ 
INDUSTRIAL PRODUCTION (b) 
MEMES aE ec co ee caee Nov. 99.5 105.6 107.8 
MM aris op Ss base oe ed Dec 76.2 80.8 109.8 (Continued from page 591) 
SSE SS Faye i Nov 113.4 112.6 103.3 
United Kingdom............... Nov 119.4 120.4 115.1 Farm Income in December, including benefit | 
ge a oes cen se Nov 80.5 78.7 78.0 | payments, was about 10% under the like period | 
Gene Nov 123.6 121.2 112.6 | of 1936, against a 7% gain for all of 1937; while 
factory employment in December was 10% 
WHOLESALE PRICES (h)....... Dec 81.7 83.3 84.2 | lower than in December, 1936, with factory pay. |) 
rolls off 15%. Factory weekly wages in De. 
COST OF LIVING (d) cember, measured in current dollars, were less |) 
WU; = 3506 0555.50.-0-0> Dec. 88.6 89.0 86.1 than 6% below last year, in spite of work spread. 
NER Sea Dec 84.4 85.4 84.7 | ing; though factory weekly real wages, owing toa | 
WN eel veo e's. Dee 88.7 89.1 81.8 | 3% advance in the cost of living, were off more 
WN sis oe sae os oes Dec. 77.7 78.3 74.1 | than 8%. Thus far, except in the textile and mo. 
SS eS I” © Sipe ae Dec 86.1 85.8 86.6 tor accessories industries, there has been little cute 
OSS eee Dec 97.8 97.8 95.3 | ting of hourly wages. Retail prices at the year. 
Purchasing value of dollar....... Dec 112.9 112.4 116.1 | end were up 1.6% on the year; but wholesale 
prices were down 3%, owing chiefly to severe 
NATIONAL INCOME (d)i..... 1937 $67,534(pl) ...... $63,984 declines in farm products, metals and other raw 
NON-AGRICULTURAL IN- staples. 
ok OS ES aS ieee Nov 95.1 96.4 92.6 ? . * 
CASH FARM INCOME; 
Farm Marketing eet te bie 0.6.00 @ © Dec $675 $71 3 $725 Although wholesale trade in the New York 
Including Gov't Payments....... Dec 683 716 761 Federal Reserve District during December fell 
Estimated for year 1937........ Dec 7 Re 7,920 18.2% below .he like month of 1936, retail trade 
in January was only a few per cent under last year 
FACTORY EMPLOYMENT (f) in dollar totals. Despite the year's increase of 
SY re Dec 84.1 92.3 92.7 around 2% in sales, department store earnings 
Non-durable goods............ Dec 93.2 97.3 104.0 last year were materially under 1936; owing to 
higher wage costs, lower mark-ups, and year-end 
FACTORY PAYROLLS (f)...... Dec 80.9 89.3 95.2 inventory write-downs. Department store inven- 
(not adjusted) tories, except in a few luxury lines, are now well 
below last year, and have been brought down to 
RETAIL TRADE levels that necessitate re-ordering. 
Department Store Sales (f)....... Dec 158 101 161 
Chain Store Sales (g)........... Dec 110.8 109.0 113.0 . * » 
Variety Store Sales (g)......... Dec 121.0 101.0 106.1 
Mail Order Salest............. Dec. $109.8 $86.9 $111.7 The railroad rate case decision may be 
Reman SviCes 1a)... ....-.02.5.. Jan. 1 93.2 94.5 93.0 handed down this month, granting the major por- 
tion of increases sought; though perhaps with a 
FOREIGN TRADE provision that additional income from coal traffic 
Merchandise Importst.......... Dec. $208.9 $223.2 $245.2 shall be pooled. The increase would help; but 
Cumulative year's totalf........ 1937 | ere 2,422.6 what the roads need is more freight, and this can 
|, BE ea ear Dec. 319.8 314.7 229.8 only come through revival in the heavy goods 
Cumulative year's totalf........ 1937 jc! s/o Sar ae 2,456.0 industries. Class | carriers in December reported a 
drop of 20% in gross and a slump of 63% in net 
RAILROAD EARNINGS operating income below the like period of 1936, 
PEGE ng 5 eh gat Laan a: tis ae 5 compared with a 2.7% gain in gross, and a 12% 
Nc Ea ee Seal eevee decline in n. o. i. for all of 1937. The railroad fuel 
Total Operating Revenues*..... Dec. 300,321 318,180 372,265 bill has been increased by $21,000,000 per an- 
ME 9 SR Gee | ewes num through higher coal prices fixed recently by 
ES ee ee er gzegbe. | 5G) oaeeee the Bituminous Coal Commission, and nearly 200 
Net Operating Income*........ Dec 25,972 32,441 70,520 roads have petitioned the Court for an annulment 
of the order. 
BUILDING Contract Awards (k) ‘lac ear 
|, SRT ee ee Dec $209.5 $198.5 $199.7 
OO eae Dec 43.5 60.0 65.5 : . ag 
Public Works and Utilityt...... Dec 64.8 61.4 61.2 Construction awards during the week this is 
Non-Residentialt.............. Dec 101.2 77.1 73.0 written topped the like week of 1937 by 13%, 
Publicly Financedt............ Dec 115.1 92.9 82.5 with private projects up 40%. This is better 
Privately Financed{............ Dec 94.4 106.6 117.2 than the average week thus far this year; but 
testifies to the encouraging latent vitality of the 
Building Permits (c) building industry at a time when most other lines 
MEE cide shctic>s...+- Dec. $44.0 $50.2 $67.2 | sesick. Lumber orders are running well ahead 
LO kL Se, ae Dec. 74.8 19.4 16.4 of ere and oe Benepe 
costs in arge cities during December were 
RUE ns 5 aves vee Dec. 118.8 69.6 83.6 9, Aidhies then 0:uiees tales ok Gases GA 
LUMBER PRODUCTION, feett See 1,432 1.633 1.827 smaller centers have come down considerably 
= x s t : : during the past few months. Building material 
CONSTRUCTION COST INDEX prices are fractionally lower than a year ago. 
MRIS eG ee once Jan. 1 243.9 245.0 223.5 
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Ingot Production in tons*®....... Dec. 1,472.0 2,154.0 4,424.0 
4 Pig lron Production in tons*s....| Dec. 1,490.3 2,006.7 3,115.0 Automobile factory sales in the U. S. last year 
4 Shipments, U. S. Steel in tons*..| Dec. 489.0 587.2 1,067.4 amounted to 4,810,000 cars and trucks, a gain of 
_ 5 j——_ 8% over 1936. Current production in the U. S. 
a AUTOMOBILES and Canada is running about 23% below a year 
i Production, U. S. & Canada ago, and may recede farther in the near future; 
Mespenee! Gath. <5... occ s see c's 1937 4,068,494 _......... 3,797,897 since sharp mark downs in used car prices to move 
MIN eee Sai Sen Shes Wo. sae 1937 + eae a Pe 818,377 excessive inventories are cutting into sales of the 
Total Production................. 1987. S OIG 365. oo 62.83 4,616,274 lower priced new cars. February output is ex- 
Total Retail Sales (p)............. 1937 - 4108001 nies 4,016,141 pected to be nearly 50% under last year. 
INVENTORIES (f) o eee 
Manufactured Goods........... Dec. 114 114 108 Inventories of non-ferrous metals, bituminous 
OE Ser Dec. 196 196 150 coal, heavy machinery, building supplies—as 
Dept. Store Stocks............. Dee. 73 16 1 well es new end ulead canal ae eee 
— = Major Gen. Woods, Pres. of Sears, Roebuck 
LIQUOR (Whisky) thinks that heavy goods inventories may not be 
Production, Gals.*.............. Dec. 10,048 9,867 22,287 P F : 
down to a satisfactory level before April. If this 
Withdrawn, Gals.*.............. Dec. 6,783 9,102 8,845 estimate proves correct, little sustained recovery 
al da hige sus Dec. 452,403 449,912 374,467 : : ‘vi 
Stocks, Gals ' ’ ’ in general business activity should be expected 
GENERAL aro a until the second half of the current year. 
Machine Tool Orders (f).......... Dec 142.7 127.7 257.7 ee oe 
Railway Equipment Orders “ N 
SCONE ooo cs oisse''o3% Oe oes Dec 1 13 112 Rail equipment on order Jan. 1, compared 
No ays cad Dec 275 1,625 19,035 | with the like date a year ago, were as follows: 
ae Dec 101,320 61,727 456,196 | Freight cars—7,947, against 25,592; Locomotive 
York Cigarette Productiont............ Dec 19,611 12,706 13,246 | (steam, electric and Diesel}—161, against 304. 
r fell Bituminous Coal Production * (tons); Dec. 36,226 36,255 45,756 Any broad Were of equipment buying must await 
rade Portland Cement Shipments (bbIs)*.| Dec 4,780 8,188 6,246 a substantial pick-up in traffic. Equipment plants 
t year Boot and Shoe Production Prs.*...| Dee. — ...... 21,041 33,380 will derive little immediate benefit from freight 
se of rate increase. 
nings COMMERCIAL FAILURES (c). ‘| Dec. 932 786 692 
ng to 
r-end 
wal WEEKLY INDICATORS 
vn to 
ae a eee PRESENT POSITION AND OUTLOOK 
ELECTRIC POWER OUTPUT 
be K.W.H.t Waieetried bahiere’s 8 60,6 oo Slhle Jan. 29 2,099 2,109 2,215 Electric power output is presently somewhat 
por lower than a year ago; but the decline is much 
ith a TRANSPORTATION smaller than in general business activity, due to the 
attic ee a | ea ere Jan. 29 553 570 660 industry's strong secular uptrend. The utilities will 
but BNR ree haat latt a2, 505 76.5) So arbig iia O85 Jan. 29 32 36 30 probably spend less for expansion this year than 
can SNE BAN MOON ics 6-5 5 '5:9.0°4 wince wns Jan. 29 135 132 155 originally planned, partly owing to this recession 
ods ye Jan. 29 25 27 31 in output, and partly because of the recent Federal 
eda Manufacturing & Miscellaneous....} Jan. 29 199 207 268 Court decision upholding the right of TVA to 
net 1. C. L. 0 Oe eee eee Jan. 29 142 146 153 compete with privately operated companies. 
36, 
2% STEEL PRICES ps Made 
fuel Pig lron $ per ton (m)............ Jan. 25 23.25 23.25 20.25 Steel. Owing mainly to the present low out- 
an- Berap $ per ton (m).............. Jan. 25 14.00 14.00 18.92 put of automobiles the steel industry, having com- 
by Finished c per Ib. (m)............ Jan. 25 2.605 2.605 2.330 | pleted production of orders accumulated over the 
200 — year-end holidays, is commencing to taper off its 
ent STEEL OPERATIONS operating rate again. Large consumers are with- 
a OF Ganecity (Wi); .......5.5..5% Feb. 5 3235 32.5 79.5 holding orders to see if wages and prices will be 
* reduced upon renewal of the CIO wage agreement 
CAPITAL GOODS ACTIVITY this month. 
i BR nc erase a-6s Fae eo Jan. 29 57.4 85.9 ® . = 
%, PETROLEUM Crude oil output is being curbed a little be- 
iter Average Daily Production bbls.*..| Jan.29 3,407 3,506 3,194 | cause of Sunday shut-downs in Texas; but produc- 
but Crude Runs to Stills Avge. bbls.*..| Jan.29 3,170 3,220 3,038 | tion in other fields still grows, while gasoline 
the Total Gasoline Stocks bbls.*...... Jan.29 84,844 82,785 70,878 | stocks have mounted to a dangerous level 25% 
be Gas and Fuel Oil Stocks bbls.*....| Jan. 29 118,793 118,433 102,664 | above last year. Consequently, tank car prices 
ad Crude—Mid-Cont. $ per bbl...... Feb. 7 127 4:97 1.27 for motor fuel are now 4% under last year and will 
oe Crude—Pennsylvania $ per bbI....| Feb. 7 1.93 1.93 2.10 drop further unless refinery runs are reduced 
he Gasoline—Refinery $ per gal...... Feb. 7 .063%4-.07  .0634-.07 065 drastically. 
sly ——— 
ial *—Thousands. (a)—Estimated. (b)—Annalist Index 1928—100. (c)—Dun & Bradstreet's. (d)—Nat. Ind. Conf. Bd. 


t—Millions. 












1923—100. (e)—Dept. of Agric., 1924-29—100. 
100. (k)}—F. W. Dodge Corp. (m)—lron Age. 
Index, 1931—100. (w)—Ward's Estimate. (En)—Engineering News Record. 


(n}—1926—100. 


(f}—1923-25—100. (g)—Chain Store Age 1929-31—100. (h)—U.S.B.L.S. 1926— 
(p)—R. L. Polk & Co.'s Estimate. 


(pl)}—Preliminary. (s)—Fairchild 
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The past fortnight has brought no.change in the down- 
ward trend of commodity prices and new lows were recorded 
by a number of basic materials. If anything, manufacturers’ 
purchasing agents have taken an even more cautious attitude 
and new buying for the most part is being limited to meagre 
replacements. There has been slight disposition to follow 


Trend of Commodities 


higher prices with the result that price gains, when 
have occurred, have been short lived. 
it would not be surprising if many prices are further. adjusted 
downward—seeking some level at which buyers woul be 
willing to make commitments. Counter to this would be the 
introduction of some positive: inflationary element. 


In the circumsta 





(U.S. DEPT. OF LABOR'S 784 COMMODITIES INDEX'1926 = 100) _ 





(M. W.S. INDEX 1993-25=100) 


WHOLESALE PRICES 


(LONG TERM TREND) 


Changes in Major Commodity Price Group for the Fortnight Ended Jan. 30, 1938 


Leg een ets eee . 96.3 
EE are eRe 91.8 down 0.3 


; 70.8 down 2.6 
é 74.6 down 2.2 
96.3 down 1.1 
68.9 down 0.4 
79.0 up 0.2 


Chemical 


PRs ous sies~ ss 
Building material. . . 


————. 


TERIAL 
PRICES * 


937 


down 0.2 


79.2 down 0.3 
90.7 down 0.1 
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Date Wk. or Mo. Wk. or Mo. Change 
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COTTON 
Price cents per pound, closing 
February 


(In bales 000's) 
Visible Supply, World 
Takings, World, wk. end 


Total Takings, season to........... 
Commeeption, 41.5....2.-.-..... 


Exports, wk. end 


Total Exports, season to.....-..-..| 


Government Crop Est. (final) 
Active Spindles (000’s) 





Feb. 
Feb. 
Feb. 


Feb. 9,183 7,664(d) +1,519 
Feb. 418 417 +1 
Feb. 9,985 12,230(d) —2,245 
Dec. 489 587 —98 
Feb. 148 101 +47 
Feb. 3,941 3,508(d) +433 
Dec. 18,746 —- 12,399(d) +6,347 

22,398 23,992 —964 


8.52 
8.54 
8.64 


8.31 
8.33 
8.43 


+.21 
+.21 
+.21 








WHEAT 
Price $ per bu. Chi. closing 


Spot (No. 2 Red c. i. f.) N.Y... 


Exports bu. (000's) wk. end 


Visible Supply bu. (000's) as of . . .| 


Gov't Crop Est. bu. (000's) 


Feb. 7 G4, 
Feb. 7 901% 
Feb. 7 1.12V/ 
Jan.29 ‘1,771 
Jan. 29 72,325 
Dec. 17 873,993 


92%, +2 

88%, +1% 

1.10%  +.02 

1,328(d) +443 

47,1761(d)+24,564 
626,166(d) +47,227 





CORN 


Price cents per bu. Chi. closing 


July 


Spot (No. 2 Yellow N. Y.)...-.| 
‘Visible Supply (bu. 000's) as of... 
Gov't Crop Est. (bu. 000’s)....... 


591 
60% —% 
Feb. 7 AY, TAH, —VYp 
Jan. 29 39,174 14,356(d)+24,818 
Dec. 172,644,995 1,507,089%(d) +1,137,906 


Feb. 7 —Y, 


Feb. 7 


59% 
60% 





Cotton is falling under the shadow of greater 
Government domination. Acceptance of the 3c 
subsidy on the 65% of this year's production is 
conditioned upon conformance with department 
orders for next year (1938-39 crop year). Further 
legislation may be postponed. The Government 
evidently is to close this crop year with some 6 
million bales in hand. A really free market is thus 
quite impossible. The goods trade has given the 
futures market a welcome degree of strength. 


* ~ * 


Wheat strength is plus and minus weather. As 
of January 1, farm stocks, plus interior mills, were 
324.28 million bushels, of which 111 million are 
hard red winter, premiums grade for milling blends. 
To mid-January our exports were about 48 million 
bushels and a like amount is expected to follow 
by the end of the crop season, June. 


* * + 


Corn has a price ceiling due to fewer cattle and 
hogs in the feed lot; while, on the other hand, the 
corn loan provides a price floor. Export demand 
continues good; our grain will not meet any Ar- 
gentine corn until April. 


— 
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COPPER 
Price cents per Ib. 
MT IVOMERNES aide sess Costs coesee Feb. 7 10 10 None 
MRR RSS ARERR: Feb. 7 9.70 9.80 —10 
Refined Prod., Domestic (tons).....| Dee. 60,463 75,791 —15,328 
Refined Del., Domestic (tons)... .. Dec. 18,103 33,892 -—15,789 
Refined Stocks, Domestic (tons)....| Dec. 259,908 221,676 +38,232 
Refined Prod., World (tons)....... Dec. 179,872 185,270 —5,398 
Refined Del., World (tons)........ Dec. 121,966 154588 —32,622 
Refined Stocks, World (tons). ..... Dec 471,752 413,846 +57,906 
TIN 
Price cents per lb., N. ¥.......... Feb. 7 4014 41.0 —V 
World Production{..............-. 1937 206,000(pl) 180,000(d)+26,000 
World Visible Supplyt........... Jan. 18,965 21,048(d) —2,083 
BES, DGVOHES Tai cic cc cise » o's oe Jan. 5,550 5,020 +530 
U. S. Consumptiont.............. Si ie Ae oS AA 
LEAD 
Price cents perlb., N. ¥.......... Feb. 7 4.90 4.90 None 
U. S. Production (tons)........... Dec. 49,581 46,196 +2,785 
U. S. Shipments (tons)............ Dec. 34,020 33,853 +167 
Stocks (tons) U. S., as of .......... Dec. 31 129,131 113,573 +15,558 
ZINC 
Price cents per lb., N. ¥...... ee ie eee 5.35 5.35 None 
U. S. Production (tons)........... Dec. 51,787 49,393 +2,394 
U. S. Shipments (tons)............ Dec. 29,545 32,676 —3,131 
Stocks (tons) U. S., as of.......... Dec. 31 64,776 42,534 +22,249 
SILK 
Price $ per Ib. Japan xx crack. .... Feb. 7 1.56 1.56 None 
Imports pounds (bales)........... Dec. 26,093 36,339 —10,246 
Delivesies (OBIE). 5... 05 06 c cee es Dec. 21,982 31,749 —9,767 
mocks (Oales)'4s Of... ..........: Dec. 49,535 45,424 +4,111 
Total World Stocks (bales) as of....| Jan. 1 99,070 90,818 +8,252 
RAYON (Yarn) 
BCE COMSIDETIO 6s. 5 006 esos e ns Feb. 7 54 54 None 
OU SS Dec. 242 252 —10 
Aii Rayon—Month's Supply...... Nov. 30 1.8 1.1 +.7 
WOOL 
Price cents per Ib. Spot Tops...... Feb. 7 82 84 --2 
HIDES 
Price cents per Ib. (Chic. Lgt. Cows).| Feb. 7 Sif 91% —-1 
Visible Stocks (000's) as of....... Dec. 31 15,299 17,164(d) —1,865 
Consumption (000’s)............. Dec. 1,289 1,209 +80 
RUBBER 
PHICE COWIM ET ID: 6.05 0c ec ce vese's Feb. 7 1434 1456 —i, 
MN ose icy sie vsied ons Dec. 68,308 56,302 +12,006 
CS Tt a a eee Dec 29,160 33,984 —4,824 
SROCNE 401) TIME OF, a ys 2 0 sot a ca Dec. 31 256,618 217,586 +39,032 
BAOCKS; WOOT B8-0F. 05055000000. Dec. 1 492,266 479,398  +12,868 
Stocks afloatf as of........-0200. Dec. 1 126,000 135,000 —9,000 
FASE ici 656 ps-ad%s oan Dec. 31 63,099 81,302 —18,203 
Shipments, Worldt.............. Nov 93,000 98,000 —5,000 
COFFEE 
Price cents per Ib. (c) 

March Delivery...........-.05 Feb. 7 4.45 4.46 —.01 
Imports (bags 000's)............. Nov. 1,056 1,036 +20 
U. S. Visible Supply (bags 000's)..| Jan. 1 1,209 1,076 +133 

SUGAR 
Price cents per Ib. 

POC TAGS Bivis occ ca caee sais Feb. 7 2.24 2.25 —.01 
Raw Sugar 

CRB ae ahs, «a sacabost oie. « avane Feb. 7 2.26 2.30 —.04 

Duty free delivered............ Feb. 7 3.16 3.20 —.04 
Refined (Immediate Shipment)... .. Feb. 7 4,75 4.715 None 
U. S. Consumption (000's)....... 1937 5,691 5,522(d) +169 
Refinery Stocks (000's long tons)...| Dec. 1 191,957 180,987 +10,970 














Copper producers have finally met the 10c 
price of the custom smelters. Position is unchanged 
and unless consumers take smelter offerings, lower 
prices are in order. Domestic stocks 260,000 
tons, no burden, but additions not wanted, Rigor- 
ous curtailment may be expected. 

e a es 


Tin prices do not reflect the increases in the 
use of the metal, which has been growing in all 
industrial nations except Japan. Prices are now 
lower than at any time since mid-year 1936, and 
with that exception, lower than at any time since 
1933. One would expect higher prices or a cut 
in quotas. Dutch interests claim a ‘buffer pool 
completed. 

* * = 

Lead is moving in comparatively small volume 

but price is firm and should continue so. 
= * * 


Zine, outstanding all along in holding its price, 
maintains its position despite cuts in copper and 


elsewhere. 
: . 


Silk is selling at about 32% of its average 1929 
price, not out of line with other fibers. The Jap- 
anese Government is arranging to take 10,000 
bales out of the market. Prices are rather a measure 
of Japan's necessity for credits abroad than of the 
use of silk. 

. s a 

Rayon yarn's most intimate details are being 
explained to the trade, ina forum of the Ameri- 
can Viscose Co. A campaign is on to sell rayon 
to the ladies minus all apologies. Current price 
cuts will nick profits a little as both raw material 
and labor costs are up over last year levels. 

s e s 


Wool does not move. Our current consumption 
is lower than at any time since 1934, possibly 
because of large supplies of woolen clothing and 
cloths in the hands of the cutters. 

. > a 


Hides are, as usual, irregular. The hide is a 
by-product, the production cost of which is not 
calculable. Demand is for shoe leather, but the 
farmer sells and the packer buys, not hides, but, 
cattle. Shoe output is down to a low point for 
years. Outlook is for continued low prices. 

ar en 


Rubber quotas, for the second quarter of 1938, 
were reduced 60% of basic quotas at the Com- 
mittee meeting January 25. Market advanced but 
lost ground gained next day when stock market 
broke. World stocks may run to 600,000 tons 
before curtailment takes effect. The situation may 
be said to be in balance; not over-bearish, but 
without incentive for accumulation. 

ae o 2 


Coffee is moving by way of barter. A deal is 
reported closed where Brazil trades Germany 
700,000 bags of coffee monthly for six months 
against coal delivered as ordered. The trade in- 
volves more than $2.5 million. Brazil can better 
afford to give a higher price for coal than to destroy 
the coffee; she has burned 10 million bags during 
this crop season. 

+. * s 

Sugar trade authorities consider prevailing 
prices to be ‘‘bottom.”” Consumption of refined 
sugar in U. S. was 98.30 Ibs. per capita, an increase 
of about 3% over 1936. The gain was 1.7% less 
than normal. 











mf (a)—Expressed in % (1923-25—100). (c)—Wholesale Rio No. 7N. ¥Y. (d)—Year ago. t—Long tons. 
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COMMENT 











INTEREST RATES 
Time Money (60-90 days) 
Prime Commercial Paper 
Call M 
Re-discount Rate, N. Y 





CREDIT (millions of $) 

Bank Clearings (outside N. Y.)..... 

Cumulative year's total, as of 

Bank Clearings, N. Y. 

Cumulative year's total, as of 

F. R. Member Banks 
Loans and Investments 
Commercial, Agr., Ind. Loans. . . 
Brokers Loans 
Invest. in U. S. Govts 
Invest. in Govt. Gtd. Securities... . 
Other Securities 
Demand Deposits 
Time Deposits 

New York City Member Banks 
Total Loans and Invest 
Comm'l Ind. and Agr. Loans. ... 
Invest. U. S. Govts. dir. & gtd... 
Demand Deposits 
Time Deposits 

Federal Reserve Banks 











Member Bank Reserve Balance... 
Money in Circulation 

Gold Stock 

Treasury Currency 

Treasury Cash 


Excess Reserves 


7,629 
3,259 
10,263 


21,275 
4,395 
806 
8,176 
1,139 
2,922 
14,583 
5,213 


7,823 
1,703 
3,591 
5,852 

651 


7,249 
6,323 
12,755 
2,657 
3,648 
1,390 











NEW FINANCING(millions of $) 


Refunding 








Addition to Debt 


Latest 
Month 


$49.3 
45.5 
3.8 
200.2 
200.2 
None 





Short term money rates remain unchanged, 
The available supply of uninvested funds exceeds 
the demand for credit by such a wide margin that 
even should bank loans rise over the next two 
months, the gain is unlikely to be of sufficient pro- 
portions to cause any hardening in interest rates. 


* * * 


As yet there are no signs of any abatement in 
the decline in bank credit. The latest report of 
101 Member Banks, revealed a decline of 
$43,000,000 in commercial loans, the drop in 
New York alone amounting to $23,000,000, 
Banks outside of New York City bought moderate 
blocks of Government direct and guaranteed 
securities, but not in sufficient quantity to fully 
offset the decline in loans. As a result loans and 
investments of the 101 banks recorded a net de- 
cline of $10,000,000. The statement of New 
York City Member Banks for the week ended 
Feb. 2, revealed an increase in commercial loans 
for the first time since Dec. 15, the gain of 
$17,000,000 apparently reflecting borrowing by 
U. S. Steel. Allso for the first time since last 
October, with the exception of two weeks in 
December, New York banks sold Government 
securities. Brokers loans declined $40,000,000 
to a new low since last fall, and now stand at 
$611,000,000. Total loans and _ investments 
were off $34,000,000 for the week. The latest 
statement of the Federal Reserve Bank re- 
corded an increase of $29,000,000 in money in 
circulation, which in tur was chiefly responsible 
for a drop of $50,000,000 in excess reserves. 


~ * * 


New Financing in January was on a larger 
scale than in some recent months but was still 
substantially under the level of a year ago. A 
further gain will be shown in February. 








POSITION OF FOREIGN BANKS 





Feb. 2, 1938 


Feb. 3, 1937 


COMMENT 








BANK OF ENGLAND 
Circulation 
Public Deposits. 
Other Deposits 
Bankers Accounts 
Other Accounts 
Government Securities 
SS 
Discount and Advances.......... 
Securities 


Coin and Bullion 


£416,694,000 
11,404,000 
147,974,000 
111,383,000 
36,591,000 
98,078,000 
29,151,000 
10,479,000 
18,672,000 
50,294,000 
326,987,000 


£457,311,000 
12,214,000 
134,380,000 
96,106,000 
38,274,000 
80,449,000 
27,449,000 
8,521,000 
18,929,000 
56,856,000 
314,167,000 





BANK OF FRANCE 
Gold Holdings 
Credit Balances Abroad 
French Commercial Bills Disc 
Bills Bought Abroad 
Advance Against Securities 
Note Circulation. . Site apis 
Credit Current Accounts... 
Temp. Adys. to State 
Gold on Hand to Sight Liabilities 





Jan. 27, 1938 
Fr.58,933,000,000 
16,000,000 
11,666,000,000 


3,824,000,000 
92,255,000,000 
26 409,000,000 
31 903,000,000 
49.66% 


Jan. 29, 1937 
Fr.57,358,000,000 
11,000,000 
8,221 ,000,000 
1,409,000,000 
3,701,000,000 
87,687,000,000 
17,235,000,000 
19,772,000,000 
54.67% 





Recent reports from London hint that the British 
Treasury is planning a new issue of defense bonds 
for the purpose of financing a part of the large 
national rearmament program. In support of this 
possibility indications are cited that the govern- 
ment has been fostering an easy money policy. 
For several weeks the Bank of England has re- 
vealed a high level of bankers’ deposits. This con- 
dition may have been brought about deliberately 
to encourage banks to purchase government 
securities. 

* B £ 

A temporary truce appears to exist in the French 
political situation. Premier Chautemps has frankly 
admitted that his regime may prove of short dura- 
tion and the real test will come when the goverm- 
ment faces the task of modifying some of social 
legislation introduced over the past year. The 
possibility that the franc may again be devalued 
has not been appreciably mitigated; living costs 
are burdensome; labor unrest continues to smolder; 
and national finances are in need of strengthening. 





596 


THE MAGAZINE OF WALL STREET 





—— 

























POSITION OF FOREIGN BANKS—Continued 





GERMAN REICHSBANK 


Jan. 31, 1938 


Jan. 30, 1937 





Gold and Bullion................ Rm.70,770,000 Rm.66,904,000 

Of Which Deposits Abroad 20,333,000 18,063,000 
Reserves in Foreign Currency...... 5,304,000 5,591,000 
Bills of Exchange & Checks........ 5,519,092,000 4,835,042,000 
ESS TES eae aaa ene 108,185,000 222,641,000 
SI AMER 5 oss sa hnie has ones 807,751,000 767,703,000 
Notes in Circulation.............. 5,199,000,000 4,799,000,000 
Other Daily Matured Obligations. . 851,448,000 706,658,000 
ener LisOHUGS.. ok css. ecceesss 343,501,000 349,754,000 
Proportion of Gold & Foreign Cur- 

rency to Note Circulation. ...... 1.46% 1.51% 

BANK OF CANADA Feb. 2, 1938 Feb. 3, 1937 

Reserve Gold, Coin & Bullion. .... $179,757,000 $179,459,000 
PRE TION 25 506% asc. '6 05.9 «60. 2,992,000 2,244,000 
Reserve in Sterl. & U. S Dollars... . 17,068,000 13,562,000 
nia CRN So ios «os c0.o-0ss 0 155,000 197,000 
Dom. & Prov. Govt. Short Term 

i), ee ee 76,310,000 61,117,000 
Other Dom. & Prov. Securities..... 90,768,000 103,290,000 
Epmner Securilies.. 0 .5.5.-00000. 12,201,000 eee eee 
ee CAICUIOUIENT ss) <5 5s ccecades s 152,632,000 122,092,000 
Depositt—Dom. Govt............ 17,605,000 36,482,000 
hertered Bariks...............0- 198,309,000 194,288,000 


Res. to Note & Dep. Liabilities.... 








53.91% 





55.20% 





The problem of financing Germany's Four-Year 
plan is imposing a heavy burden. Public and 
private investments in 1937 were estimated at 16 
billion marks, comparing with 13.8 billion marks in 
1936 and 4.2 billion in 1932. Although it is 
expected that in the current fiscal year revenue 
will exceed last year’s figure by 2.5 billion marks, 
the Reichsbank and other credit institutions are 
being hard pressed to meet the heavy credit re- 


quirements. 
al * * 


Although not marked as yet, a recession in 
Canadian business is becoming apparent. Pay- 
rolls were lower in December, retail trade is spotty 
and the high premium of Canadian grain has ap- 
parently diverted purchasers to other markets. 
By contrast with the United States, however, busi- 
ness in Canada is still good. The official Cana- 
dian economic index for the latest week stood at 
109.8, compared with 110.4 the previous week 
and 121.5 for the corresponding week last year. 











FOREIGN EXCHANGE IN DOLLAR TERMS 















Quotations in cents and'decimals of 


in dollars and cents. 






Demand 
acent except pound sterling which is Feb. 3 


Year Ago 


—CCables 
Feb. 3 


Year Ago 





COMMENT 











— 
———— 


Country and Par 


Great Britain ($8.2397 a sov.)....... 
Austria (23.82c a schilling)......... 
Belgium (16.9502c a belga)......... 
Czechoslovakia (3.51¢ a crown)...... 
Denmark (45.374c a krone)......... 
Finland (4.264c a finmark).......... 
France (par not definite)............ 
Germany (40.33¢ a mark)**......... 
Germany, registered (coml.)......... 
Germany (travel mark).............. 
Greece (2.197¢ a drachma)......... 
Holland (par not definite)........... 
Italy (5.2634c a lira)§.............. 
Norway (45.374¢ a krone).......... 
Poland (18.994c a zloty)........... 
Spain (Burgos peseta)t.............. 
Spain (Barcelona peseta)t........... 
Sweden (45.374c¢ a krona).......... 
Switzerland (par not definite)........ 
Yugoslavia (2.981¢ a dinar)......... 
Shanghai dollars (unsettled).......... 
Hongkong dollars (unsettled)........ 
India (61.798c a rupee)............ 
Japan (84.39¢ a yen).............. 
Sts. Settlements (96.139c a dollar)... 
Argentina (71.87¢ a paper peso) 4... 
Argentina (71.87c a paper peso)**... 
Brazil (20.25¢ a paper milreis)**..... 
Chile (20.599c a gold peso)t....... 
Colombia ($1.645 a gold peso)**.... 


| Colombia ($1.645 a gold peso) q.... 


Mexico peso (unsettled)t........... 
Peru (47.409c a sol)t.............% 
Uruguay ($1.751 a gold peso) 4..... 
Uruguay ($1.751 a gold peso)t**.... 
Venezuela (32.67c a bolivar)x....... 





5.00% 4.8914 
18.94 18.72 
16.93%, 16.8634 

3.5154 3.49 
22.3616 21.85 

2.213% 2.17 

3.2754 4.655 
40.38 40.2312 
21.15 19.80 
25.40 21.35 

0.92 0.90 
55.86 54.76 

5.261% 5.2612 
25.17% 24.59 
19.01 18.96 
a. 

Ore 
25.83 25.23 
23.1914 22.87 

2.35 2.33 
29.6834 29.8714 
34.33 30.5614 
37.84 37.01 
29.06 28.56 
58.80 57.50 
27.25 30.25 
33.40 32.65 

5.85 6.20 

5.19 5.19 
55.79 57.39 
50.00 56.50 
27.80 27.80 
24.50 26.15 
45.00 56.50 
65.92 78.90 
30.50 25.75 


5.004, 4.89% 
18.94 18.72 
16.93%, 16.86% 

3.515% 3.49 
22.36% 21.85 

2.213% 2.17 

3.275 4.655 
40.38 40.23% 
21.15 19.80 
25.40 21.35 

0.92% 0.90% 
55.86 54.76 

5.26% 5.26% 
25.17% 24.59 
19.01 18.96 
oe eee 

Se: fee 
25.83 25.23 
23.19%, 229.87 

2.35 2.33 
29.68%, 29.87% 
31.33 30.5614 
37.84 37.01 
29.06 28.56 
58.80 57.50 
27.25 30.25 
33.40 32.65 

5.85 6.20 

5.19 5.19 
55.79 57.39 
50.00 56.50 
27.80 27.80 
24.50 96.15 
45.00 56.50 
65.92 78.90 
30.50 25.75 











At'the close of the week ended February 5, 
principal foreign exchanges advanced against the 
dollar, reflecting the continued withdrawal of 
foreign balances from the United States. The 
withdrawals are reported to be entirely from short 
term funds, foreign security holdings showing no 


decline on balance. Fears on the Continent, par- 
ticularly in Switzerland and Holland that the 
dollar may be depreciated further have been held 
responsible for the flight of capital. In view of the 
unpromising action of the stock market here, for- 
eigners have little incentive to place new funds in 
American securities, which otherwise would pro- 
vide a hedge against devaluation of the dollar. 
t * s 


Franc futures are still quoted at a sizable dis- 
count, reflecting the lack of confidence in the 
present Chautemps government. Doubt over the 
policies of the incumbent regime have been in- 
tensified by the unfavorable Treasury position, 
mounting government deficits and the adverse 
trade balance. In some quarters the belief is held 
that the resources of the French Stabilization Fund 
are inadequate to relieve pressure against the franc, 
without the assistance of gold from the Bank of 
France or a sterling credit. 


. * * 


The Argentine peso broke sharply at the close 
of the February 5 week. The decline is attributed 
to the slump in world prices for grain, which has 
adversely affected Argentina's balance of pay- 
ments. It has been suggested that the exchange 
rate has been permitted to decline in order to 
increase the number of actual pesos which would 
be received by grain farmers, and avoid possible 
agricultural relief. 











t—Nominal quotations. 





§—Free rate. 


** 


—Official rate. 


§—Travel Lira 4.75c. 





x—Outside rate. 
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Security Statisties 





1937 


High 
122.0 


Indexes 


Low 


54.3 330 COMBINED AVERAGE 65.9 


No. of 
Issues (1925 Close—100) 


1938 Indexes 
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Low 
54.3 


High 
62.0 


~ He | 


Jan. 22 Jan. 29 Feb. 5 


56.7 





253.3 
72.6 
146.6 
30.1 
178.0 
28.5 
308.6 
247.7 
88.3 
361.0 
217.3 
43.0 
42.7 
108.8 
388.4 
1.9 
53.2 
122.3 
1160.6 
58.6 
317.8 
209.8 
104.3 
109.6 
334.1 
26.5 
158.8 
114.9 
31.7 
112.9 
48.6 
28.5 
87.6 
165.6 
45.2 
1732 
85.3 
91.8 
29.2 
99.4 
711.9 


111.4 
34.0 
52.1 

8.9 
73.4 
9.3 

135.4 

132.6 
32.9 

193.4 
75.3 
24.5 
152 
45.2 

182.6 
37.5 
25.9 
46.4 

894.0 
25.8 

167.2 
97.8 
53.8 
47.5 

138.6 

7.4 
90.8 
50.5 
13.3 
37.7 
16.2 

6.9 
34.9 
69.6 
21.6 

118.6 
43.2 
35.3 
10.7 
68.3 
20.6 


5 Agricultural Implements. . 
6 Amusements 
16 Automobile Accessories . 
12 Automobiles 
9 Aviation (1927 Cl.—100) 
3 Baking (1926 Cl.—100).. 
3 Business Machines 
9 Chemicals 
18 Construction 
5 xContainers............. 
9 Copper & Brass 
2 Dairy Products 
9 Department Stores 
9 Drugs & Toilet Articles... 
2 Finance Companies 
7 Food Brands 
4 Food Stores 
4 Furniture & Floor Covering 
3 yGold Mining 
6 Investment Trusts 
4 Liquor (1932 Cl—100).. 
9 Machinery 
2 Mail Order 
4 Meat Packing 
15 Metals, non-Ferrous...... 


23 Petroleum 

18 Public Utilities 
4 Radio (1927 Cl.—100).. 
9 Railroad Equipment 

23 Railroads 


3 Shipbuilding 
13 Steel & Iron 


3 Telephone & Telegraph... 
7 Textiles 
4 Tires & Rubber 
4 Tobacco 
5 Traction 
4 Variety Stores 
22 xUnclassified (1937) Cl. 


x—New LOW since 1936. 





1204.8 


124.0 
38.5 
66.5 
11.4 

103.4 
12.1 

151.9 

153.4 
a359 

210.4 
89.9 
27.2 
17.9 
53.8 

210.8 
42.9 
29.9 
54.6 

1183.5 1 
28.5 

178.3 

107.5 
60.6 
52.2 

169.6 

8.7 
99.2 
53.6 
2.7 
43.3 
16.8 

8.6 
61.3 
80.4 
25.1 

147.3h 
46.6 
40.2 
13.2 
75.3 
27.7 

180.9 


130.7 
41.4 
70.6 
12.4 

109.6 
12.7 

158.8 

157.7 
39.3 

222.5 

102.0 
28.0 
18.7 
55.0 

219.4 
44.5 
30.2 
57.4 


108.9 
34.0 
52.1 

8.9 
91.6 
9.8 

135.4 

134.2 
32.8 

193.4 
75.3 
25.2 
15.2 
45.2 

182.6 
37.5 
26.0 
46.4 

1104.9 
24.7 

166.8 
94.7 
53.8 
47.3 

138.6 

7.4 
90.6 
47.5 
13.3 
37.9 
15.3 

6.9 
47.6 
69.6 
21.6 

118.6 
41.9 
35:3 
10.7 
69.8 
24:2 

157.7 


30.6 
194.2 
114.5 

63.0 

55.3 
177.9 

9.7 
104.3 

60.0 

16.9 

48.3 

18.6 

9.2 

62.6 

85.8 

25.7 
147.3 

41.8 

42.9 

14.2 

75.8 

31.2 
189.1 


122.0 100.0 117.4 
h—New HIGH since 1936. 


108.9x 
35.0 
57.1 
10.1 
91.6 
11.0 
139.8 
137.8 
32.8x 
194.4 
79.1 
25.4 
15.6 
48.4 
192.0 
40.6 
28.4 
41.9 
198.1 
25.3 
166.8x 
94.7x 
55.0 
47.4 
147.2 
7.7 
90.6x 
47.5x 
13.8 
37.9 
15.3x 
7.6 
54.2 
69.7 
22.9 
136.8 
42.6 
36.0 
12.0 
72.7 
23.8 
170.6 


106.3 


110.6 
34.7 
58.7 
10.2 
94.7 
11.3 

142.9 

139.5 
34.5 

198.0 
82.8 
25.4 
16.2 
48.9 

198.6 
39.9 
27.2 
50.1 

1204.8h 
24.7x 

167.4 
96.2 
57.0 
47.3x 

13525 

7.8 
92.9 
53.1 
13.8 
38.6 
15.7 

7.8 
54.9 
70.9 
23.6 

137.6 
41.9x 
36.4 
12.0 
71.6 
23.8 

176.4 


108.6 








DAILY INDEX OF SECURITIES 





Monday, Jan. 24....... 
Tuesday, Jan. 25 
Wednesday, Jan. 26 
Thursday, Jan. 27....... 
Friday, Jan. 28 

Saturday, Jan. 29 
Monday, Jan. 31 
Tuesday, Feb. 1 
Wednesday, Feb.2..... 
Thursday, Feb. 3 


Friday, Feb. 4 


Saturday, Feb. 5 


N. Y. 
Times 
40 Bonds 
70.91 
70.55 
69.95 
69.55 
69.47 
69.76 
70.04 
70.72 
70.74 
70.16 
70.26 
70.54 


129.89 
128.33 
123.23 
121.57 
120.66 
120.14 
121.87 
123.97 
123.06 
118.49 
120.52 
122.88 


Dow-Jones Avgs. 
30 Indus. 


N. Y. Times 


20 Rails 
29.70 
29.34 
28.31 
27.87 
27.35 
27.45 
27.96 
28.36 
27.97 
27.08 
27.42 
27.56 


High 
92.45 
91.89 
89.47 
88.57 
86.54 
85.67 
86.48 
88.02 
88.18 
85.54 
85.50 
86.76 


——50 Stocks—— 
Low 
91.60 
90.42 
86.99 
85.40 
83.99 
84.61 
84.88 
86.82 
86.54 
82.95 
82.76 
85.16 


Sales 


537,130 
535,430 
1,606,330 
1,208,050 
1,189,830 
434,170 
757,980 
691,590 
583,910 
1,088,350 
806,290 
445,690 











STOCK MARKET VOLUME 





Week Ended Feb. 5 
4,373,810 
Total Transactions 
Year to Feb. 5 
27,760,841 


Week Ended Jan. 29 
5,510,940 
Same Date 

1937 
73,077,226 


1936 


Week Ended Jani. 22 
4,726,601 
Same Date 


83,799,289 








COMMENTS 


Our Combined Average of 330 
common stocks declined sharply during | 
week ended Jan. 29; but was checked | 
little more than a point above last yes 
low and recovered moderately during 
week ended Feb. 5. Causes for the deel 
were variously assigned as selling to me 
next month's income tax payments, omissit 
and reduction of dividends by a numbe 
important companies, disappointment ¢ 
the apparent lack of tangible results thus f 
from the Administration's business confe 
ences, and official hints of further stock mg 
ket regulation to come. Failure of gen 
business activity to pick up convincin 
after the turn of the year was doubltless alg 
a source of some discouragement. 


It should be noted that dividend reduc 
tions and omissions at the present time 
not so much the result of inability to pay= 
since 1937 earnings for the most part com 
pared favorably with 1936—as a manife: 
tion of suspended judgment while waitin 
to see what the current year will bring forth 
by way of business recovery and tax law 
revisions. : 

e e¢ e 


While the Combined Average hasjfail 
thus far to penetrate last year's low, ten su 
groups during the past fortnight—Acgricul 
tural Implements, Construction, Investmenl 
Trusts, Liquor, Machinery, Meat Packing 
Petroleum, Public Utilities, Railroads, Tele 
phone & Telegraph—did establish new lo 
for the present bear market. Gold Mining 
stocks, on the other hand, have continued 
display strength, and closed on Feb. 5 ata 
new,high since 1936. 


es s s 


The new low made by the construction 
group during the fortnight was by a 
margin and in the week ended Feb. 5 ma 
of these stocks rallied substantially on hop 
that the now liberalized terms for F H A 
insured mortgages will soon stimulate resis 
dential building. It is in the residen 
field that the slump in construction cent 
ers. Engineering construction awards 
holding up well, due to substantial gains in 
public works as compared with a year ago, 
and smaller gains in private engineerin 
construction. The latter total for January 
was $79,467,000, against $71,252,000 
in January of last year. ; 


For more than three months the marke 
has been in a transitional phase, without 
major trend. General decline throug 
1937-1938 lows would re-establish p 
sumption of major downtrend, but a ral 
would have to better any upturn seen i 
many months to indicate any change 4 
significance. In the last bear market, 
February rallies proved abortive. March 
usually provides a clue to the spring busi# 
ness outlook and not infrequently ha 
brought market turning points, either up 
down. : 
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© our clients lighten their position. 


e 


3 


| Taking Short-Term Profits 
in Today’s Market Movements 


Subscribers to THE INVESTMENT AND BUSINESS 
FORECAST have been taking profits in recent 
imarkets through our definite and 
continuous advices. Our analysts accurately 
forecast the rallies and declines during Jan- 
“wary and counseled our clients accordingly. 
For example: 


SA campaign for short-term profits, through our three 
S active programs, was started on December 29th. On 
that date we recommended, as Trading Advices, the 
Spurchase of Bethlehem Steel and American Steel 
Foundries in addition to Douglas Aircraft already 

arried. In our Unusual Opportunities, we recom- 

Mmended Consolidated Aircraft in addition to Ana- 
onda Copper, Deere & Company, Electric Power & 

BLight and Boeing Airplane already carried. In our 


» Bargain Indicator. we recommended Fairbanks Morse 
Sand General Electric in addition to 
Salready carried. 


Allis Chalmers 


Profits Accepted on the Advance 


tom December 29th to January 11th, leading aver- 

mages advanced approximately 15 points. Substantial 

E profits were made available on this rise through 
closing out five of the above stocks. 


a 


© While the market was in a sidewise movement, from 
) January 11th for the following to sessions, we had 
On January 22nd, 


"we advised them to close out the four stocks still 


remaining. They were then entirely liquid. 

| After January 22nd, the market reacted to points in 
one week. During this period, oeslines were regis- 
tered on 8 successive days. 


The foregoing describes a successful campaign for 
short-term profits such as you would conduct as a 
ForECAST subscriber. 


Advantages of Short-Term Profits 


These profits would enable you to: 


1. Recover losses and increase 
your equity. 
Mark down the cost of your 
present holdings. 

3. Be in a position to take full 
advantage of the next broad 
recovery phase. 

Our first step in serving you as a client of THE 
ForECAST would be to analyze your holdings and 
counsel you in weeding out your weak issues, in 
creating buying power to invest and trade profitably 
under our supervision. You would then be guided 
in securing short-term profits through one or all of 
our three active departments Trading Ad- 
vices, Unusual Opportunities, and Bargain Indicator. 


Profit Through Our New Campaign 


Our new campaign for short-term profits may get 
fully under way this week or next. It will be started 
when our analysts decide that individual securities 
and the general market are due for a sizable rebound 
technically, if not fundamentally. You will 
be advised by wire or by mail as desired, what stocks 
to buy and when to sell. 
Enroll NOW to receive our new short-term advices as 
selected. Your profits through our first reeommenda- 
tions alone should cover our fee many times 





FREE 
Service 
to 
Mareh 15 


90 BROAD STREET 


I enclose 


[() TRADING 
ADVICES 


' O UNUSUAL 
FREE AIR MAIL OPPORTUNITIES 


SERVICE 


[) Check here if you LJ BARGAIN 
wish Air Mail and it INDICATOR 
will expedite delivery 
of our weekly and spe- 
cial bulletins. This ser- 
vice is provided FREE 
in such cases in United 
States and Canada. 


NAME 
ADDRESS 
CITY 








THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street 
CABLE ADDRESS: TICKERPUB 


75 to cover my six months’ test subscription to The Investment and Business Forecast with ser- 
vice starting at once but dating from March 15, 1938. 
select, I will receive the complete service by mail. 


Send me collect telegrams on all recommendations checked below. 
Code after our Code Book has had time to reach you.) 

Active common stocks for near-term profit. 
Three to five stocks carried at a time. 
a . eS shares of all recommendations on over 50% margin. 


Low-priced common stocks for market appreciation. 
Three to five stocks carried at a time. 
10 shares of all recommendations on over 50% margin. 


month. 


Dividend-paying common stocks for profit and income. 
Three to five stocks carried at a time. 
buy 10 shares of all recommendations on over 50% margin. 


month. 


oo be eee aise s6 CAPITAL 


Include a Complete List of Your Present Holdings for Our Analysis and Recommendations 


NEW YORK, N. Y. 


I understand that regardless of the telegrams I 
($125 will cover an entire year’s subscription.) 


(Wires will be sent you in our Private 





Two or three wires a month. 
$1,250 capital sufficient to act in 10 


Two or three wires 2 
$625 capital sufficient to buy 


One or two wires a 
$1,250 capital sufficient to 


OR EQUITY AVAILABLE.............. 
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CUSTOM 
TAILORS 


english fabrics — 


perfect design, and the finest 
workmanship result in custom 
tailored clothes befitting your 
position — our business suits 
are priced from 


$85.00 





SHOTLAND 


AND 


SHOTLAND 





574 FIFTH AVE., NEW YORK 


Telephone BRyant 9-7495 




















STOCKS 


and 
COMMODITIES 


Cash or Margin Accounts 
Folder “M” explaining margin 
ments, commission charges and 
units sent on request. 


Members New York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
New York Produce Exchange 
N. Y. Coffee & Sugar Eachonge 
Chicago Board of Trade 
Commodity Exchange, Inc. 
New York Cocoa Exchange 


60 Beaver St. 








require- 
trading 


J. A. Acosta & Co. 


New York 











Dividend and Interest 








OFFICE OF LOUISVILLE GAS & ELECTRIC CO. 
ILLINOIS 


CHICAGO 


The Board of Directors of Loui 


Electric Company (Delaware), 
on February 3, 1938, declared 


isville 


Gas and 


at a meeting held 
a quarterly divi- 


dend of thirty-seven and one-half cents (37%c) 
per share on the Class A Common Stock of the 


Company, 
1938, payable by 


for the quarter ending February 28, 


check March 25, 1938, to 


stockholders of record as of the close of busi- 


ness February 28, 1938 


At the same meeting a dividend of thirty-seven 
and one-half cents (37%c) per share was de- 
clared on the Class B Common Stock of the 


Company, 


25, 


stockholders of record as of the close 


ness February 28, 1938. 


for the quarter ending February 28, 


1938, payable by check March 1938, to 


of busi- 


J. J. McKENNA, Treasurer. 


When doing business with our advertisers 


Atchison 
eS EE Seer eee 


B 
Malimore B Ollo............2.0005-55 
Banjor & Aroostook.................. 


Canadian Pacific 


hesapeake C 
hesapeake & Ohio. cess to 


hicago Gt. Western Pfd.... 

. M. & St. Paul & Pacific. . 
Cc. M. a St. Paul & Pacific Pfd 
Chicago & North Western..... 
Chicago, Rock Is. & Pacific... . 





ANOOO 


D 
Delaware & Hudson............... 
Delaware, Lack. & West. 


Lehigh Valley 
Louisville & Nashville. 


M 


Mo., Kansas & Texas. 
Mo., Kansas & Texas Pfd., A 
Missouri Pacific... . . 

N 
New York Central 5h 
N. Y., Chic. & St. Louis 


N. Y., N. H. & Hartford 
Norfolk & Western 


Northern Pacific... . . 
P 
ary ee 
R 
a Madi w cab a Vids As haee ns 
s 
St. Louis-San Fran... 
Southern Pacific 
Southern Railway. . 
T 
Texas & Pacific........... 
U 
Union Pacific dada 
Ww 


Western Maryland. . 


e 
Rails 
1936 1937 
High Low ; High Low 
8814 59 945, 32% 
49 21% 5514 18 
261% 15% 401% 8% 
4914 39 45 30 
16 10%, 17) 6% 
100 59 901 40 
17% 51 68 31 
145 4 181, 3 
2% 1%; 3% % 
5% 2 Ye 1% 1% 
4h 2% 6% Ye 
3 1% 3% VY 
54%, 3634 583% 13 
23% 1444 2414 5 
18% 11 23% 4% 
464%, 32% 56%, 201% 
29% 185% 38 8 
26 13 29 5 
. 22 81 245 4% 
102% 5712 99 4814 
9% 51% 9% 2 
33% 1414 34% 5% 
4 2% 6% 1% 
49/8 2734 55% 15% 
53% 17% 72 14 
61/3 3 93% 2 
310% 210 180 
36%, 23% 36% 9% 
45 28% 501%, 20 
503% 35% 47 1814 
35, 11% 4% 1 
47% 231% 653 17 
261% 123, 43%, 9 
49 28 54%, 155% 
149%, 108%, 1483, 80 
121%, 81, 11% 256 
4 1% 4, 1 


Western Pacific 


Industrials and Miscellaneous 


Air Reduction... 

Alaska Juneau 

Allegheny Steel 

Allied Chemical & Dye 
Alllied Stores... . 

Allis Chalmers Mfg 

Amerada 

Amer. Agric. Chemical (Del.) 
Amer. Bank Note.... 

Amer. — Shoe & wed 


Amer. ; 

Co & Fdy. 
& Foreign Power 
Power & Light 
Radiator & S. S. 
Rolling Mill 
Amer. Smelting & Refining 
Amer. _— Foundries 
Amer. Sugar — 
Amer. T Tel & Tel. 
Amer. Tob. B. 
Amer. Water Works & Elec.. 
Amer. Woolen Pfd. 
Anaconda Copper Mining 
Armour Co. of Ill. 
Atlantic oT 
Aviation Corp. Del 


Amer. 
Amer. 
Amer. 
Amer. 
Amer. 


Baldwin Loco. Works. . 
Barber Co 
Barnsdall Oil........ 
Beech-Nut Packing. . 





1936 
High Low 
86% 58 
174 13 
403, 26% 
245 157 
20 6% 
8 35% 
125% 75 
89 49 
55% 36 
10%, 40 
137% 110 
601% 30 
9%, 6% 
143, 7% 
2744 1834 
37 23%, 
103 5634 
64 201, 
63% 48, 
1901, 149% 
104 881 
273%, 1912 
70%, 52%, 
55% 28 
134 47g 
351% 2678 
TY, 4%, 
38% 21 
. 28% 1414 
. 892 85 


1937 
High Low 
8014, 4414 
15%, 8 
45% 13 
25814 145 
21% 6% 
83% aT 
114 51% 
Ht 4 53% 
413% 10 
803, 28 
121 69 
71 15% 
13% 2% 
161 3 
2914 9% 
45% 1514 
1053/4 41 
73% 221% 
56%, 24 
187 140 
997% 58%, 
29% 8 
79 2514 
69% 24% 
13%, 47g 
37 18 
9% 2%, 
23%, 5 
43% 101, 
35% 10 
1143/4, 9034 


1938 
High Lew ‘ 
42 32% 
27%, 20 
10% TY% 
33 30 

84 7 
46'4 39 
38) 32% 

5 3 

1 Ye 

1% 1% 

1% 1 

1% % 
17% pr 

8% 6% 

6% 3 
261%, 191% 
38 29 

85% 6% 

6%, 4% 
561 45% 

3% 2% 
11% TY, 

24% 1% 
19% 151% 
22%, 13% 

2%, 21, 

198 181% 
13% 9% 
24%, 19% 
22 181% 

24 18% 
22 8 
1 HY) °o 
22 18 
8814 13% 

4% 3% 

1% 1 

1938 
High Low 
58%, 46% 
13% 10% 
21%, 15% 

176% 1544 
9% 6% 
51% 39% 
68% 67 
66 57 
15% 11 
421% 30% 
82, 10% 
“a 20% 

4% 3 

7% We 
13% 

224% Wh 
5653/4 44, 
34%, 23% 
31 25 
149%, 137% 
725, 3 
131 8% 
3314 27 
365%, 281% 

6% 5% 
22%, 20 

4% 31% 

9%, Ty, 
18 14% 
161, 13 

100 97 


Last 
Sale 
2/2/38 
34% 

21% 


8% 
30 


7 
391 
331 

3% 


%, 

1 
B 
14% 
6% 
3% 
20% 
31% 
% 


5% 
47h 


25 
8 
1%, 
16% 
15 
2% 


1811 
103% 


21% 
191%, 


1% 
17% 
111% 


77% 


4% 
1% 








New York Stock Exchange 


Div'd 
$ Per 


Share 


$2.00 
11.50 


“90 
1.75 


72.50 


16.00 
{1.95 


2.00 


71.50 


Div'd 
$ Per 
Share 
*1.00 

*,60 


*6.00 
{3.50 


Nn 


{1.00 
1.00 
6.00 
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ge [ Price Range of Active Stocks 


Industrials and Miscellaneous (Continued) 


B 
Bendix Aviation....... 
BCo....-- oe 


Columet & Hecla 





Canada Dry Ginger Alc... 


Coca-Cola Co..... 
Columbian Carbon . 
Colum. Gas & Elec. 
Commercial Credit . 







Commonwealth & Southemn.......... 


Consolidated Edison Co... 
SO ae 
Container Corp. ......... 
Continental Baking, A... 
Continental Can. ....... 


Continental Oil 
Com Products Refining. . . 


ear : 


Crane 
Crown Cork & Seal...... 


Curtiss-Wright... ......... ; 


Cutis Wright, A....... 
Cutler-Hammer....... : 
D 
DEEMNNDD, « +s in wis.0.0,0.0:0-0 
| Distillers Corp. Seagrams. 
Dome Mines........... 
© Douglas Aircraft....... 
du Pont de Nemours. . . . 


E 
Eastman Kodak. ...... 
Electric Auto Lite...... 
Elec. Power & Light... . 
Endicott Johnson Corp... . 


F 
Fairbanks, Morse... ..... 
Firestone Tire & Rubber... 
First National Stores... .. 
Foster Wheeler......... 


| G 
General Amer. Transpt. . 
General Baking........ 
General Electric. . . 
General Foods........ 
General Mills......... 

| General Motors. ...... 
General Railway Signal... . 
Gen. Realty & Utility. . 
Senenl Refractories... . 

ea ae 
Goodrich Co. (B. F.). .. 
Goodvear Tire & Rubber 


Houston Oil..... 2... 
Hudson Motor Car. . . 

I 
Industrial Rayon. .... 
Inspiration Copper... . . 
Interborough Rapid Traz sit 
Inter, Business Machines. 
Inter, Harvester......... 
Inter, Nickel... 2.2... ; 
Inter, Tel. & Tel... .. 


J 
Johns-Manville.......... 

K 
Kennecott Copper... . 


oe 
Lehman Corp... .. . 
Libbey-Owens-Ford. . . 
Liggett & Myers Tob., B 
Loew's, Inc... ..... 


yp eae 
Mathieson Alkali........ 
intyre Porcupine........ 
Keesport Tin Plate................ 
MeKesson & Robbins... .. . 
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1936 
High Low 
ee 32% 215% 
72 48 
45%, 
28 
16 
25 
12% 
43% 
40% 
8 
9 
16 
16} 6 
— 30% 1 
Aehaae 186 92) 
swe 91 54%, 
324%, 921% 
ae tae Seng pe 74 47% 
eee 138% 85% 
ee a ‘a 
ieee 136%, 94 
23 14 
.. 84 44 
91%, 55 
244%, 14% 
; 51 2% 
48 27%, 
17% 111 
ater 26%, 1534 
354 10 
an Say 
‘g 2 
8212 Fett 
5014 24 
91% 435% 
91%, 4 
21% 10% 
34% isi 
61% 411 
82, 50% 
844%, 133 
185 156 
ee 47% 30%, 
ee 25% 6% 
oF 53% 
1%, 34%, 
3614 24% 
58%, 40 
4534 24% 
35% 2314 
76 421, 
20 1034 
55 34 
44 33%, 
701, 58 
77 53% 
57 32% 
4% 2 
71 33%, 
ae im 
5 ( 
Ha 21% 
21% 125%, 
ia 6% 
22%, 1314 
Pir 4 sh 
‘4 
18% 10% 
194 160 
1051 56% 
66%, 43% 
191, 1114 
Oran? 152 88 
63%, 828% 
26%, 15% 
80%, 471, 
116% 97% 
671% 43 
61% 351 
261% 211% 
49%, 27% 
65%, 401, 
A eee 251 1114 
ty Say 44 
427%, 27 
oe ee 4934 ai 
aerae 14%, 8% 


1937 


High Low 
444 8% 
62% 29 

10514 41 
38 13% 
49%, 16 
28 16 
50% 22%, 
33%, 7 
59% 18 
25%, a! 

‘4 
ae 
33% 6 
201 s 
soi 912 

196%, 80 

100 40 
41% 13 
86 34% 

135 (A 461, 
41 24 

170} 93% 

125% 65 
20% 4 
69% 30%, 
8014 34 
21% 5 

ai 1 
49tp 21% 
17% 7 
37%, 10% 
37% 7 
691% 3712 
49 24 
71% 501% 
56% 22% 

100%, 28%, 

83g 2 
23%, 8, 
27 18% 
27 1914 
29 10 
571% 35 
17% 261, 

1801/4 98 

198 1 
451% 14% 
26% 6%, 

33 
71% 23% 
413 16% 
521%, 261 
54) 1114 
321%, 18 
861 31% 
191 5 
6442 34 
44%, 281g 
65% 48 
70% 285% 
65) 17 

5% 1 
70% 18 
5112 191% 
501% 1234 
4713/4 1614 
15% 552 
64 50 
17% 47, 
23% 4 
4712 15 
33%, 6%4 
13%, 1} 

189 12714 

120 531 
73% 37 
15% 4 

155 6514 
69%, 2814 
24 101, 
43% 22%, 
79 335% 

114 8314 
877% 43% 
75% 311% 
285%, 1534 
6214 173% 
5814 25 
30% 7% 
291% 10 
74 20 
41%, 22 
421 301% 
421 18% 
16% 53% 


1938 Last 
—~ —————._ Sale 
High Low 2/2/38 
14% 10% 115% 
38) 29 33 
65% 53% 54), 
17% 4 141% 
rt 27%, 28%, 
195 171% 174 
2845 22 23% 
2614 Bs, 21 
lf ‘4 ‘a 
13 Hn on 
9%, us 8 
6 5 
ue 8 91, 
101%, 6% 8 
19%, 131% 1614 
974 719 851 
55) 421, 425% 
18%, 14 15% 
46) 351 39 
63 46% 531% 
33 36 
125 113 116) 
76 65 2 
9% 7 7 
38%, 311% 4%, 
445, 36 39% 
10 73 8 
2 1} 1% 
25% 20% 221%, 
101 8%, 9 
16% 123, 144%, 
1614 10%, 1314 
45% 3814 40%, 
34% 281, 28% 
651% 5814 611 
27 19 2114 
39% 31%, 3514 
5% 4 4% 
183, 144, 144, 
24%, 151% 1714 
251% 181/ 1952 
16 12% 13% 
6034 53%, 58), 
46%, 371% 38 , 
120% 107%, 111% 
167 15514 15634 
21" 1 5% 17% 
13% 8% 91% 
403, 34% 38 
331% 253% 26 
251% 18% 20 
33 28 32 
201% 1414 161% 
28 221% 2514 
4514 37 381 
9 7% 8%, 
451 37% 38 i, 
33%, 30 32% 
571% 5034 56%, 
38%, 29% 3314 
2612 185 211 
2 114 1% 
28 19% 21%, 
27%, 20% 221, 
191% 13%, 6 
23 17%, 191% 
7% 6 6% 
58 5114 52% 
8% 6% 7 
C) 6% 7%, 
22 16 1814 
15% 9% 121%, 
6% 31, 4 
1543/4, 140 152 
70 57 59 
51% 431%, 4834 
7% 5% 5% 
86 6614 71%, 
43% 33% 35% 
12% 11 11 
2834 23%, 2334 
42 311% 3234 
1021; 901% 91 
52% 45 47 
36% 313%, 33 
18 16%, 1652 
243, 18 2014 
32% 16 29 
9% 7%, 8'/ 
21 164 «16% 
371% 29% 31 
255, 223, 23% 
451/ 44, 
26) 19% 21354, 
8, 6% 7 
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Stocks 


—A buy now? 


Ke 


Bonds 


— What is the trend now? 
kk 
* 
Oils 
—Any weakness ahead? 


xk 


ry Al 
Groups 
—Which will progress? 


xk 


Chemicals 


—Now a purchase? 
kkk 

Write for these reports 

—sent to you gratis 





hye tenapapiigeec nc o> 


'Babson’s Reports! 


Dept. 84-77, Babson Park, Mass. 


Send to me—free of charge and 
without obligation the specimen re- 
ports in answer to the questions you 
mention above; also free your 


“Business and Financial 
Outlook for 1938” 
Name ae 


Address 


_ReRipeanerape emer nce 














Odd Lots—100 Share Lots 


We will co-operate with conservative in- 
vestors dealing in Odd Lots of securities 
listed on the New York Stock Exchange. 


A copy of our booklet which explains the 
many advantages of Odd Lot trading will 
be sent to any one interested. 


Ask for M.W. 807 


John Muir&( 


Established 1898 
Members New York Stock Exchange 


39 Broadway New York 

















POINTS ON TRADING 
and other valuable information for investors 
and traders in our helpful booklet. Copy 
free on request. Ask for Booklet MC6 
Accounts carried on conservative margin. 


(iisHoim & (HapMAN 
Established 1907 


Members New York Stock Exchange 
52 Broadway New York 
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New York Stock Exchange | — 
Price Range of Active Stocks | — 


Industrials and Miscellaneous (Continued) 




















e 4 1937 1938 Last Div share 
Now in its <. ae. 
Low Hish Low High stock 
a= : a a a bette 

inn. a eee ana ‘ 
S e c O n Minn. Moline Power 6% 161, T% For { 
Monsanto Chemical eee 79 1071 91 43 
Daa Mont. Ward & Co... 69 3614 $1.45 
Prin ting ! —_— ™ pared 
Nash Kelvinator 12%, simile 

e., 

The demand for this new book . . . the Cash Register fact 

first to apply the case-history method of Dairy Prod its la 

instruction . . . has far surpassed our prog! 
estimates. — . to cu 

A second printing is now on the press. “tlie ‘Air Brake. , rever 

A glance at the outline below will show er Say excee 
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Answers to Inquiries 
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(Continued from page 590) 


share was reported, the common 
stock of Seaboard Oil may give a 
better account of itself, marketwise. 
For the first nine months of 1937, 
$143 a share was earned as com- 
pared to $1.48 a share during the 
similar period of 1936. Despite the 
fact that this company undertook 
its largest development and drilling 
program in 1937, charging such costs 
to current operating expenses, gross 
revenue for that year probably will 
exceed $7,000,000, a new company 
record, or about $1,000,000 larger 
than that for 1936. Inasmuch as 
this company operates solely as a 
producer, intangible costs increased 
appreciably during the first nine 
months of last year; drilling expen- 
ditures alone increasing $329,500, 
over the corresponding period in 
1936. With the putting into opera- 
tion of 13 new wells in the Luby 
field, Nueces County, Texas and al- 
lowing for pro-ration as prescribed 
by Texas laws, daily production was 
increased nearly 740 barrels, thus 
strengthening its reserve position to 
a greater degree. An improved fi- 
nancial status has placed the com- 
pany in a better competitive posi- 
tion. 

On the whole the 
appear to possess sufficient specula- 
tive merit to justify their retention. 
for the present at least. It should 
be borne in mind, however, that the 
outlook for the oil industry is 
somewhat uncertain owing to the 
rapidly mounting stocks of gasoline 
in storage, carrying with them a po- 
tential threat to the price structure 
of both gasoline and crude oil. 


shares would 


Mathieson Alkali Works, Inc. 


I am thinking of buying some Mathieson 
Alkali as a semi-investment; but, first, I 
would like to have your vieus on its possi- 
bilities. I will be grateful for anything you 
can tell me—E. A. F., Danville, Ill. 


To the investor considering the 
investment possibilities of Mathie- 
son Alkali Works shares, the issue 
may best be described as one which 
offers fairly stable but not spectac- 
ular earning power. As its name 
Suggests, the company engages in 
the manufacture of various alkalis, 
such as ammonia-soda, electrolytic 
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oe 18,680 of its employees are protected by the As- 
sociated System's insurance plan. This plan has been 
in effect in final form since 1932. Under it employees are 
given both ordinary life and group policies. Total amount 
of insurance in force is $77,187,000. 

This insurance has paid 755 death claims, amounting to 
$2,692,000. About 25% of the employees who have died 
since the plan has been in force carried no other insur- 
ance. Another 18% had $500 or less. 

Part of the cost of this insurance is paid by Associated 
companies. This is a contribution to the welfare of em- 
ployees. And welfare of employees has a lot to do with 


quality of utility service. 





ASSOCIATED GAS & ELEGTRIG SYSTEM 





caustic soda and chlorine. Principal 
consuming outlets include the manu- 
facture of glass, soap, chemicals, 
cleansers, pulp and paper, textiles 
and petroleum products. The fact 
that the company is relatively free 
of raw material and labor problems. 
in the present setting, tends to in- 
troduce desirable elements into its 
operating activities. Moreover, the 
company is favored by a_ fairly 
modest capitalization, the 830,428 
outstanding shares of common stock 
being preceded by only 23,777 
shares of 7% preferred stock. 

In the year ended December 31, 
1937, the company reported an oper- 
ating profit of $3,406,079, as com- 
pared with $3,313,171 during the 
year of 1936. After depreciation 
and depletion and taxes, net income 
in 1937 amounted to $1,664,183, or 
the equivalent of $1.80 per share on 
the common stock, after preferred 
dividends. In the corresponding year 
of 1936 net was equivalent to $1.76 
per share for the common. stock. 
Total dividends paid last 
amounted to $1.65 a year, made up 
of three quarterly payments of 3714 


cents and a year-end dividend of 


52% cents. 


vear 


Unless earnings experi- 
ence a greater decline than now 
seems likely, and with the benefit 
of a comfortable financial posi- 
tion, the company should be in a 
position to maintain dividends at 
the rate of 37% cents quarterly. 
Based on recently prevailing quota- 
tions around 24, this would mean a 
yield of slightly more than 6%. 





Debunking Economic 
Fallacies 





(Continued from page 558) 


cents a pound to a low of 4 cents. 
Demand was never smaller than 
when the price was on bottom. Buy- 
ers came into the market only when 
the price started up. If steel were 
made by 1,000 manufacturers, all of 
identical size, its price would still be 
rigid. If wheat were raised by only 
one dozen farmers, its price would 
still be elastic; and if men’s shirts 
were made by only a score of manu- 
facturers, instead of many hundreds 
as at present, the price of shirts 
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would still be subject to wide fluc- 
tuations. This is not a matter of 
monopoly or human cussedness. It 
is just one of those pecularities of 
economic laws which baffle the 
pseudo-economist. It is due to varia- 
tions in the nature and rigidity of 
operating costs and to variations in 
the nature and elasticity of demand. 
On any product bought by the gen- 
eral public, a reduced price wil] tend 
to stimulate demand, promptly in 
the case of low-price necessity goods 
such as shirts or shoes; ultimately 
in the case of more costly things, 
such as automobiles or dwellings. 
But the motor manufacturer buys 
copper or steel for the fabrication of 
automobiles. Neither is the domi- 
nant element in the total cost of 
automobiles. Demand for automo- 
biles happens to be slack at present. 
So the motor manufacturers are not 
buying much copper, even though 
the price has been cut by more than 
40%. in the light of this factual 
evidence, would any price cut in 
steel, which fell short of spelling 
quick bankruptcy for the industry, 
materially stimulate demand? The 
answer is obvious—but Mr. Roose- 
velt, who never has been in the steel 
or the copper business, probably 
wouldn’t know about that. 





Hints for Investors in Chang- 
ing Investment Trust Policies 
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National Steel, Noranda Mines, 
American Gas & Electric, Chesa- 
peake & Ohio and Northern Pacific. 
Aside from the ones mentioned all 
other utility and rail holdings were 
eliminated or reduced. Large sales 
took place in Chrysler, Kennecott 
Copper, National Gypsum, New 
York Central, Pennsylvania, U. S. 
Steel and Minneapolis Honeywell. 
American General Corp.’s changes 
in the fourth quarter were of a 
switching nature. Allied Chemical 
and Allis-Chalmers, which had pre- 
viously been sold, were reacquired, 
while Crane, duPont, Nickel and 
U. S. Steel, previously bought, were 
partially sold. Among the building 
issues, though the group was better 
liked by the majority of trusts, 
Crane was sold, as previously noted, 
American Radiator and Congoleum- 
Nairn were completely eliminated, 
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and reductions were made in hold- 
ings of Armstrong Cork, Johns- 
Manville and Otis Elevator. Its pur- 
chases of General Electric and So- 
cony were in line with those of Leh- 
man Corp., but very little in the way 
of unanimity can be found in any of 
the portfolio changes of the five 
trusts examined. 

Adams Express and American In- 
ternational, since they do not issue 
quarterly reports, cannot be so close- 
ly scrutinized. Noteworthy actions 
of the former were the sale of all 
ulilities except a part of its United 
Corp. and all chemicals except 
Mathieson Alkali. American Inter- 
national sold all its utility common 
stocks with the exception of North 
American, but purchased a_ small 
amount of International Telephone. 

No investment trust should be 
judged on a single year’s record, yet 
two facts stand out. One is the 
demonstrated inability to see a top 
in the market and to liquidate near 
the highs. This observation holds 
true no matter which way the mar- 
ket goes from now on, because if the 
advance is to be resumed a splendid 
opportunity to sell out and repur- 
chase has been in great measure 
missed, while further decline would 
find these trusts still so heavily in- 
vested that the cash positions they 
have built up would be small recom- 
pense. Also to be observed is the 
failure of the trusts in general to act 
as a stabilizing influence, selling on 
bulges and buying during steep de- 
clines. Lehman Corp., for example, 
bought about 22,000 shares of stock 
during the fourth quarter of 1937 
and sold about 189,000 shares. It 
would not be safe to conclude that 
public and investment trust selling 
or buying will always coincide in the 
future, but there is certainly no rea- 
son to expect trust buying to step in 
and halt a decline, nor should rumors 
of such action be easily accepted. 

The cash and equivalent held by 
the trusts at the year-end is not a 
reliable indication of their buying 
power a month later. The cash 
might very possibly have been put 
into the market during the first 
week of the year, to take advantage 
of the predicted January rise. Ex- 
cept in certain individual cases, then, 
it would be a mistake to anticipate 
any amount of new buying from 
these quarters, even under the most 
propitious conditions. Switching can 
be looked for, but what particular 















issues it will favor can hardly }y 
foreseen. Even if their decisiog; 
could be accurately predicted, trys 
managers have proved themselves 
far from infallible. While their opip. 
ions will always be interesting, thei 
reputations as oracles have grown 
no brighter over the past six months, 
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(Continued from page 583) 


Hook is by far the largest. Of total F 
refining capacity amounting to 8. § 
000 barrels daily, the Marcus Hook § 
unit accounts for 65,000. This plant, 

located on a 1,000-acre tract, ha; & 
been practically rebuilt in recent 

years and equipped with the most § 
efficient equipment to insure high f 
quality and low production costs, § 
Moreover, it is not only convenient f 
to the company’s marketing activi- F 
ties, but affords a valuable shipping 

point for export orders. This year f 
the company plans to spend $11; > 
000,000 in enlarging and improving § 
its refining facilities both at Marcu & 
Hook, Pennsylvania, and Toledo, 

Ohio. 

Until shortly after the World ff 
War, Sun Oil was known chiefly as f 
producer of lubricants, although f 
products included gas oil, fuel oil and F 
several specialty products. Because 
Texas crude was a heavy naphthenic § 
type, it was not considered suit f 
able for lubricating oils. However, 
after several years of experiment f 
Sun succeeded in developing a proc- 
ess for refining a high quality lubri- 
cating oil. This product, known as F 
Sun Red stock, and the only one of 
its kind on the market, found a 
ready demand both in the United 
States and in European countries. 
Two other products developed by 
Sun, and which contributed impor- 
tantly to sales, were a substitute for 
turpentine and a cutting oil. 

In 1919, Sunoco motor oil was 
placed on the market, followed 
shortly by Sunoco gasoline, and 
from then on the yearly output of 
these products expanded steadily, 
attaining a place of major. impor 
tance in the company’s activities. J 
Engineering research was successful 
in developing the mercury process 
for refining a high grade motor oll 
on an extremely economical basis. f 
This product has been aggressively 
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promoted by the company since 
1931. Since April, 1927, when Blue 
Sunoco Motor Fuel was placed on 
the market, the company has con- 
sistently held to the policy of mar- 
keting a single grade of gasoline, 
advertised to have high power and 
anti-knock qualities. All other major 
oil units offer at least two grades of 
gasoline, one of w hich is a premium 
product, while some offer the motor- 
ist a choice of three or four grades, 
at varying prices. Just how successful 
Sun’s policy has been is evidenced 
by the company’s better-than- 
average earnings record, achieved in 
the most highly competitive gaso- 
line territory in the country 

With the United States preparing 
to embark on the largest merchant 
marine and warship peace - time 
building program in its history, at- 
tention is naturally focused on Sun 
Oil’s shipbuilding facilities. The Sun 
Shipbuilding & Drydock Co. has 
eight ship-ways together with dry- 
docking facilities located at Chester, 
Pa, on the Delaware River. The 
company’s facilities permit the con- 
struction of tankers and other type 
ships, complete practically to the 
last detail from design to the in- 
stallation of Sun-Doxford opposed 
piston oil-burning engines. In 1936 
the shipbuilding company 
structed four tankers and two ti 
boats and for that year showed ¢ 
small loss. At the beginning of 1987, 
orders on hand included the con- 
struction of 12 tankers and a consid- 
erable volume of miscellaneous busi- 
ness. It is not known, of course, 
whether or not the company will 
seek any share of the potential naval 
business, but it appears certain that 
should such business promise impor- 
tant profits, Sun will not overlook 
its opportunities. 

In the matter of stockholders’ 
dividends, Sun Oil, like the majority 
of oil companies, has been very con- 
servative. Although cash payments 
have been made without a break 
since 1904, they have averaged less 
than 3 per cent on stockholders’ in- 
vested capital. Since 1925, however, 
stockholders have received regular 
stock dividends ranging from 3 per 
cent to 9 per cent annually, a policy 
which has enabled the company to 
finance its needs with little recourse 
tc outside capital. Ahead of the 
common stock is funded debt of 
$9,000,000 234 per cent serial deben- 
tures and 100,000 shares of 6 per 
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\ ILLIONS of Americans are 
living happier. healthier, more 


comfortable lives—because they 
sleep. work. and play in Celotex in- 
sulated buildings. 

In hundreds of thousands of Amer- 
ican homes, skyscrapers, industrial 
plants. and public buildings people 
are warmer in winter and “oooler in 
summer because of Celotex. They 
are freed from distracting noise by 
Celotex acoustical correction. They 
enjoy more varied menus and fresher 
foods—protected by Celotex insu- 
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lated refrigerator cars and cold stor- 
age plants. They wear clothes woven 
of yarns spun in Celotex insulated 
conditioning rooms. 

In modern buildings from chicken 


houses to air-conditioned theaters— 
Celotex 





from cabins to penthouses 
products build, insulate. quiet noise 
and improve acoustics. 

Because Celotex products not only 
do these things well. but frequently at 
lower cost, they almost un- 
limited markets here and abroad. 


enjoy 


Sales Distributors Throughout the World 





CELO 


. S. Pat. Off. 


THE CELOTEX CORPORATION, 919 NORTH MICHIGAN AVENUE, 


TEX 


CHICAGO, ILLINOIS 


World’s Largest Manufacturer of Structural Insulation and Acoustical Materials 
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cent preferred stock, the total requir- 
ing less than $850,000 annually in 
interest and dividend requirements. 

Giving effect to the 8 per cent 
stock dividend paid last year, out- 
standing common stock amounts to 
2.316,523 shares. 

In 1936 the company’s sales in ex- 
cess of $105,000.000 set a new high 
record but net income fell somewhat 
short of the peak levels in 1920 and 
1929. Last year, however, sales 
again expanded, and with the bene- 
fii of a stable price structure for 
both crude oil and refined products. 
net income reached the highest level 
in the company’s history. Net in- 
come of $9,544,085 compared with 

37,563,554 in 1936 and was equal to 
$3.86 a share, after preferred divi- 
dends, on the outstanding common 
stock. On a smaller number of 
shares net in 1936 was equal to $3.25 
a share. Over the past ten years an- 
nual earnings have averaged $3.50 
a share on the common stock. In 
each of the past ten vears cash divi- 
dends have amounted to $1 a share. 

Past experience has shown that 
demand for oil and gasoline suffers 
relatively little when business gen- 
erally is in a slump such as now ex- 
ists. In gauging Sun’s current pros- 
pects, it is therefore reasonable to 
assume comparative stability of 
sales. In fact, should motorists dis- 
play an increasing tendency to econ- 
omize, sales of the company’s non- 
premium gasoline might well gain 
at the expense of competitors. A 
less clearly defined, but highly im- 
portant factor, in the company’s 
prospects is the course of prices for 
both crude and refined products. 
Gasoline stocks have been increasing 
at a somewhat alarming rate during 
the current seasonal period of re- 
duced consumption, with the result 
that they now constitute a poten- 
tial threat to the price structure. 
There is still a possibility, however. 

that the situation may be alleviated 
before serious damage is done. 

With upwards of 45 per cent of 
the common stock lodged with the 
Pew family and another sizable 
block held by employees of the com- 
pany, the floating supply available 
in the open market is comparatively 
small. 

The result is that the shares are 
relatively inactive and do not at- 
tract the attention of the trading 
community. The shares, however, 


embody the primary elements of a 
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sound equity investment—requisites 
which in the present confused eco- 
nomic setting should appeal to the 
conservative instincts of the indi- 
vidual investor. On a longer term 
basis, the shares at prevailing prices 
around 52, which compare with the 
1936 and 1937 highs of 91 and 771% 
respectively, may well prove an at- 
tractive bargain. 





American Metal Co., Ltd. 
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apparently well-situated at the mo- 
ment, but subject to shifts in the 
basic outlook for metals as well as 
in the market appraisal of their 
worth. Any attempt on the part of 
American Metal to sell a large block 
of them would play havoc with their 
prices. They cannot, in other words. 
be considered cash in the bank or 
confused with current assets. 
Furthermore, American Metal's 
large interests in Mexico have 
brought more than enough worries 
for one company. The eventual 
treatment of capital in that country 
is a question apparently beyond 
control or prediction. Present indi- 
cations, such as continued expropri- 


ation of lands and the recent drastic 
tariff changes. are far from encour- 
aging. 


The world status of copper, lead. 
zinc, silver and gold can be divided 
into five separate and complicated 
problems. Copper, the most impor- 
tant to the company’s future. has 
been bought for some time by Euro- 
pean nations in the course of war 
preparations, and at the same time 
European industrial use of the metal 
has held at fairly high levels. Now 
the United States is joining the 
parade toward militarization, prom- 
ising a partial offset to the slump in 
our industrial consumption. It is 
quite probable that England will as- 
sume a paternal attitude toward her 
Rhodesian sources, her only con- 
trolled deposits of any size outside 
of Canada. Prices and mining prof- 
its are therefore not quite so likely 
to skyrocket in the future, but the 
industry may logically expect less 
violent breaks in both. 

It may be significant to note that 
after a long decline in the market 
and a series of discouraging devel- 
opments in the metal picture, this 









stock is selling not far from its 1935 
peak. Since then heavy accumula. 
tions on the preferred have beep 
cleared up in cash and $3 per share 
was paid on the common in 1937, Ty 
an advancing market, with rising 
prices for its products, the triple 
urge of a small floating supply, a 
large asset value, and growing pos- 
sibilities might make the issue a 
market sensation. On the other 
hand, the dangers of the Mexican 
situation are very real, and the Afri- 
can investments have not reached 
the dependable stage. The sum of 
the doubtful elements will probably 
continue to be reflected in a varying 
spread between the market price 
and the apparent underlying value 
of American Metal. 





Stocks Cheap on Earning 
Power 
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clination to run away—one should 
be able to determine whether the oil 
industry has come through a ticklish 
winter situation satisfactorily. If 
production can be lowered, so that 
stocks of gasoline are not excessive 
as we near the spring turn in con- 
sumption, the outlook for earnings 
of well situated oil companies will 
be good. 

With respect to the progress made 
in recent years in operating results, 
Phillips is one of the outstanding 
companiese in the industry. It has 
a strong position as to crude oil re- 
serves, refining facilities and distrib- 
uting outlets; and is the world’s larg- 
est producer of natural gasoline. 
The latter product is highly volatile 
and is widely used in blending com- 
mercial grades of gasoline, especially 
gasolines for winter use. The com- 
pany owns large reserves of natural 
gas and increasingly efficient com- 
mercial exploitation of this resource 
holds bright promise for future earn- 
ings. Ahead of the 4,449,052 shares 
of common stock there is funded 
debt of approximately $20,000,000. 
the greater part of which represents 
serial notes sold privately to an in- 
surance company last year at rates 
ranging from 3 to 314%. Proceeds 
of this financing reimbursed the com- 
pany for large capital expenditures 
and bolstered working capital posi- 
tion. 
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Taking Profits from Salt 
Water 





(Continued from page 562) 


99,692 shares of the 5% preferred 
stock outstanding in the hands of 
the public. Junior to this there are 
945,000 shares of common stock of 
no par value. 

In December. 1936, following the 
revamping of the preferred, Dow sold 
%5,000,000 of debenture 3s, the pro- 
ceeds from which were assigned to 
the replacement of working capital 
previously depleted by capital ex- 
pansion and improvements, or to 
further plant expansion and better- 
ment. Aside from the foregoing, the 
only liabilities of a capital nature are 
certain 214% serial notes, $720,000 
of which are due next January | and 
asimilar amount on January 1, 1940. 

When it comes to a consideration 
of what the future of the Dow Chem- 
ical Co. is to be. there are two major 
influences to be taken into account. 
The first, and over the near term the 
more important, is the trend of busi- 
ness generally. The second, and this 
over the longer term probably will 
prove to be the more important, is 
the evidence that the company pro- 
vides of further internal develop- 
ment. At the moment when business 
generally is in rather a sickly state 
and the principal hope for relief lies 
i2 a lessening of the political chaos 
which exists in Washington, the situ- 
ation is complicated for a prospec- 
tive Dow stockholder because the 
two influences which will most affect 
his investment are pulling one 
against the other. 

Should there be a further slump in 
business even though the clouds are 
clear again before the end of the 
year as many think will be the case. 
it would be an idle hope that The 
Dow Chemical Co. could pass 
through unscathed. It makes far 
too many products which are the 
raw materials of other industries for 
this to happen. More specifically, it 
is hurt by any curtailment in the 
production of rayon, of soaps, and 
by any slowing up in rubber manu- 
facturing and other industries. While 
the company’s line of consumer 
goods—common salt, the pharma- 
ceuticals, including aspirin, chloro- 
form, Epsom salts and bromides; the 
insecticides. germicides and fungi- 
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A FEW FACTS... 

THE SUN LIFE OF CANADA 
was incorporated in 1865 under the laws of the 
Dominion of Canada. Today it ranks among the 
foremost life assurance institutions in the world. 

THE PROGRESS OF THE COMPANY, 
during 1937, was again marked by an impressive 
increase in Assurances in Force, New Paid For 
Life Assurance, and Assets. 

FOR OVER FORTY YEARS, 
the Sun Life of Canada has maintained an active 
organization in the United States for the service of 
United States policyholders who today have more 
than One Billion Dollars of assurance in force, and 
own a large proportion of the Company’s million 
policies. 

FOR THE SPECIAL PROTECTION 
of its United States policyholders the Company 
maintains in trust within the United States an 
amount sufficient to cover its net liabilities to them. 


TT 





Uh 


Assurances in Force, 
31st, 1937 


New Assurances Paid for during 
1937 


Payments to Policyholders and 


Beneficiaries 
During 1937 


Since Organization 
Assets, December 31st, 1937 .... 
RTCUINIOSG « c.5:0 0 4.610 6:0: 


Paid-up Capital 











. AND FIGURES 


December 


eeeeee ee 


Surplus and Contingency Reserve 


The total liabilities of the Sun Life of Canada in the 
United States are $287,330,937.56. The net liabilities 
are fully covered by assets held in trust. 

The Annual Report will be mailed to all policyholders 
Others may obtain a copy upon request. 





$2,896,589,103 
250,064,011 


76,203,342 
1,122,307,344 
828,487,776 
801,148,223 
2,000,000 
25,339,553 
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cides: the ethylene glycol which 
Union Carbide also produces and 
sells as “Prestone”—may be expected 
te hold up relatively better than the 
line of industrial chemicals, the sales 
of these too must inevitably be af- 


fected by the state of the public’s 
purse. 

In research The Dow Chemical Co. 
has a weapon which will prove use- 
ful in any war against a general 
business recession. Moreover, few 
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BONDS CALLED FOR REDEMPTION 








Title Amount Price Date 
(000 omitted) 
Republic Steel Gen. Conv. 4s, 1950 683 105 3/1/38 
Ohio Public Service 1st & Ref. “C"’ 6s, 1953 EL 1071, 3/1/38 
Oslo Gas & Elec. Wks. Ext. S. F. 5s, 1963 2g 100 3/1/38 
Saguenay Pwr. Co., Ltd., Ser. notes 21/-4s to 1946. 660 100 3/1/38 
Illinois Water Service 1st & Ser. “A" 5s, 1952 733 102 3/7/38 
Mo. River Sioux City Bridge 1st S. F. 6s, 1953 980 103 3/15/38 
Quebec (Prov. of).................. : 5000 100 3/15/38 
Toho Electric Power 1st S. F. “A" 7s, 1955 275 100 3/15/38 
Chicago Union Station gtd. 4s, 1944. . 324 100 4/1/38 
Lexington Water Co. Ref. 5s, 1960. ... E. I. 10214 4/1/38 
Int'l Salt 1st & Consol. Coll. 5s, 1951. N.S. 105 4/1/38 
Utica Gas & Electric Gen. 'D" 5s, 1956. . ee 104 4/1/38 
Denmark (Kingdom of) Ext. 41s, 1962. . 327 100 4/15/38 
Denver Gas & Electric Cen. 5s,1949..... 50 105 5/1/38 
St. Joseph Ry. Lt. Ht. & Pr. 1st & Ref. 5s, 1946 2327 1021 7/1/38 
(E.1.) Entire Issue. (N.S.) Amount not stated. 
IN THE NEXT ISSUE 


What Are the Prospects for Business Recovery? 
By Joun D. C. Wetpon 


Will Renewed Pump-Priming Prove as Effective? 
Can Business Recover Without Government Aid? 


Potentialities in 


the Gold Stocks Now 


By Georce W. Martuis 
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companies employ it more aggres. 
sively: during the last fiscal year 
for which a statement is available 
there was spent on research a sum 
almost equal to 20% of the net pro. 
fit. In this same connection it is jp. 
teresting to note that not so very 
long ago the company could boast 
that out of 3.700 employees there 
was a technical staff of 500. The re. 
sults of research, however, while jp 
the aggregate and over a_ period 
of time mean much, they cannot 
over short periods of six months or 
a year overwhelm a business reces- 
sion single-handed. Hence, although 
the stock of The Dow Chemical is 
a desirable holding and should ulti- 
mately prove profitable almost with- 
out regard to the price at which it 
happens to be bought, it will be 
bought best when there is some 
signs of clearing business skies. 





Inventories—Prices— 
Recovery 





(Continued from page 573) 


larger than a year ago; metals, 403 
per cent larger; electrical goods, 18.6 
per cent; clothing, 18.5 per cent; and 
jewelry and optical goods, 17.8 per 
cent. On the other hand, inven- 
tories—in dollar value—of meats 
and meat products were down 29.3 
per cent from a year ago; shoes, 8.4 
per cent down; lumber and building 
materials, 3.5 per cent; paper and 
paper products, 1.8 per cent; and dry 
goods, 1.1 per cent. 

Several weeks ago the head of the 
General Motors Corp. revealed that 
stocks of new and used cars were 
far above normal proportions. There 
can be no doubt that the inventory 
position of General Motors and of 
its dealers was typical of the indus- 
try at that time, and there is scant 
evidence that any substantial reduc- 
tion of inventories has since been 
effected. Current reports from De- 
troit, however, point to encouraging 
improvement in demand for used 
cars. This is partly seasonal and in 
other part reflects extraordinary 
promotional efforts to whittle away 
the log jam in used cars. During 
the second ten days of January sales 
of used cars by Buick dealers were 
approximately 30 per cent larger 
than in the first ten days of the 
month. Although complete and 
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timely statistics are not  avail- 
able, inventories in such other dur- 
able goods as radios, refrigerators, 
oil burners and household equipment 
generally almost certainly remain 
excessive. On the other hand, in- 
ventories of tires in hands of manu- 
facturers at the end of December 
were down to 10,775,000, as com- 
pared with 11,114,000 at the close of 
1936 and high of 12,528,000 at the 
end of the second quarter of last 
year. 

Domestic stocks of copper in De- 
cember increased 40,000 tons to 
year-end total of 259,908 tons, which 
was nearly 100,000 tons larger than 
at the close of 1936. Inventories of 
copper fabricators are not reported, 
but it is unofficially estimated that 
inclusion of these would show total 
stocks of at least 500,000 tons or 
equal to more than 60 per cent of 
1937 consumption. Despite cur- 
tailed production, it has been fore- 
cast by the United States Bureau of 
Mines that copper stocks would 
show further increase for January 
and probably for the forepart of 
February. World stocks at the end 
f December were 471,752 tons, in- 
crease of approximately 118,000 tons 
ina year. It is to be doubted that 
the upward trend in effect since last 
April has yet been reversed. 

Domestic stocks of lead reached a 
low of 90,742 tons last September, 
the lowest figure in many years, and 


increased to 129,131 tons by the 
close of December. The latter fig- 
ure, however, compares with 171,856 
tons at the end of 1936. Stocks at 
start of this year were equal to less 
than four months’ consumption at 
even the reduced rate of December 
shipments and to less than two and 
and one-half months’ consumption 
at the rate of the first quarter of 
last year. Stocks of zinc at the start 
of the year were 64,776 tons, a mod- 
erate increase for the year and equal 
only to about two months’ consump- 
tion at present reduced rate. 

The figures indicate a much bet- 
ter statistical position for both lead 
and zine than for copper. Barring 
war or other dynamically inflation- 
ary development, there is nothing 
i. copper’s demand-supply picture 
to suggest early price rise. On the 
contrary, further increase in stocks 
and continued low level of demand 
over the next few weeks might well 
exert further pressure on the price. 

The slow-moving price index of 
the United States Department of 
Labor has declined less than five 
points during the past year or from 
85.3 of the 1926 average late in Jan- 
uary, 1937, to 80.8 for the most re- 
cent week reported. But over the 
same period farm prices have come 
down from 90.3 to 71.8; index of all 
raw materials has come down from 
87.2 to 74.7; semi-manufactured arti- 
cles have dropped from 85.6 to 77.5 





and finished products have declined 
only from 84.6 to 84.5. 

Farm prices are a law unto them- 
selves, political planners to the con- 
trary notwithstanding. Demand is 
far more inelastic than in the case of 
manufactured goods or industrial 
raw materials, -which means that 
crop yield is very nearly the whole 
story—and crop yield is something 
we would rather let the government 
experts guess about. 

In the existing setting there ap- 
pears no justification for a rise in 
prices of finished goods. Raw ma- 
terials are cheaper. While wage- 
cutting is not yet widespread, the 
trend of wage rates is certainly 
downward. In quite a few types of 
finished goods, notably clothing and 
dry goods, prices have been ‘shaved. 
Meanwhile, under the sobering in- 
fluence of depression it is a reason- 
able assumption that manufacturers 
are finding some short cuts and that 
the efficiency of labor is tending to 
increase. In addition, such influence 
as Administration policy has, is di- 
rected to lowering prices of some 
manufactures, with hard looks now 
directed especially toward steel and 
building materials. With due allow- 
ance for justified rigidities, it seems 
a logical conclusion that the trend 
of finished goods, in composite, 
should be at least moderately down- 
ward over coming weeks. 

In the existing supply-demand 





DIVIDENDS RECENTLY DECLARED 














Stock of Stock of 
Corporation Rate Period Record Payable Corporation Rate Period Record Payable 
Addressograph-Multigraph Corp... . 0.35 Q 3/2 3/22 Kiager GIGCety: si. sicccs ones cae 0.40 Q 2/4 3/1 
American Home Products......... 0.20 M 2/14 3/1 : ; 4 
American Steel Foundries......... 0.25 —- 3/15 3/31 Liggett & Myers B...... tieeeees 1.00 Q 2/15 3/1 
American Sugar Refining. eoeccccve 0.50 Q 3/5 4/2 Manhattan Shirt.................. 0.25 Q 2/10 3/1 
American Tobacco B............. 1.25 Q 2/10 3/1 Masonite Corp................0-5 0.25 Q 2/19 3/10 
Armstrong Cork. ............-... 0.25 aes 2/9 3/1 Minneapolis-Honeywell Regulator. 0.75 Q 2/4 2/19 
Atlas Powder Co................. 0.50 — 2/28 3/10 : a 
Atlantic Refining................ 0.25 Q 2/21 3/15 National Biscuit Co............... 0.40 s 3/11 4/15 
New Jersey Zinc Co. 0.50 —-— 2/19 3/10 
MRED rags sce te se aiascas 0.40 Q 2/15 3/1 
Bristol-Myers Co............-2655 0.60 Q 2/15 3/1 Parkersburg Rig & Reel........... 0.40 Q 2/17 3/1 
Ll 0.15 Q 2/11 3/1 Phillips Petroleum................ 0.50 Q 2/4 3/1 
‘ Public Service of N. J............. 0.65 Q 3/1 3/31 
Caterpillar Tractor................ 0.50 = 2/15 2/25 Purity Bakeries................ 0.15 — 2/15 3/1 
Consolidated Edison Co........... 0.50 — 2/11 3/15 
Container Corp:....3....00i00s0 0.30 Q 2/5 2/19 Servel, Inc...................-5.. 0,25 Q 2/16 3/1 
Continental Oil Co..............- 0.25 -—— 3/7 3/31 Standard Brands................ 0.15 Q 2/18 4/1 
Crown Cork & Seal Co............ 0.50 wisest 2/18 3/7 Standard Oil of California......... 0.25 Q 2/15 3/15 
Curtis Publishing $7 Pfd........... 1.00 = 2/28 4/1 Standard Oil of California......... 0.10 Ex. 2/15 3/15 
Standard Oil of Indiana........... 0.25 Q 2/15 3/15 
Dow Chemical Co................ 0.75 —_— 2/1 2/15 
; United Gas Improvement.......... 0.25 Q 2/28 3/31 
Fairbanks Morse & Co............. 0.25 Q 2/11 3/1 é 
. Westinghouse Electric............ 1.00 a 2/8 2/28 
Harbison-Walker Refractories... ... 0.25 — 2/10 3/1 Q—Quarterly 
H 7 aa. * 
lecla Mining Co................ 0.10 — 2/15 3/15 M—Montily. 
Ingersoll-Rand..................- 1.50 — 2/7 3/1 Ex—Extra. 
NNN ONMUD S07 55d sv o:sisieieieo'e-s 1.00 2/15 3/1 All declarations are on common stocks unless otherwise noted. 
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factors—and with pressure on fin- 
ished goods prices—it is difficult to 
see how important early advance in 
industrial raw materials can come 
about. Usually. a disparity between 
such materials and manufactured 
goods is corrected by stability of 
price and rising sales in the latter, 
with advancing price for the former, 
until normal supply-demand balance 
is restored. 

Without undesirably severe wage 
cutting, there is scant prospect that 
prices of finished goods, now 84.5 per 
cent of the 1926 average. can be 
whittled down to a balance with raw 
materials at present index of 74.7 
per cent of the 1926 average. Yet. 
using the Labor Department in- 
dexes, a decline of three points in 
finished goods and a rise of three 
points in raw materials would virtu- 
ally restore the relationship that 
existed when business was booming 
a year ago. So examined, our major 
trouble at the moment is not serious 
price disparities, but lack of ade- 
quate business volume and lack of 





Forthcoming Dividend 








oe 
Meetings 
Company Time Date 
American Bank Note 12:30 Feb. 23 
American Home Products. 11:30 Feb. 24 
American Power & Light $6 & $5 Pfd . 3:00 Feb. 23 
American Telephone 12:00 Feb. 16 
Anaconda Copper 11:10 Feb. 24 
Chesapeake Corp. 3:00 Feb. 15 
Chesapeake & Ohio 2:30 Feb. 15 
Commercial Credit : 11:00 Feb. 24 
C ial Investment Trust . 4:00 Feb. 24 
Commonwealth & Southern Ptd* 11:00 Feb. 23 
Continental Oil* — Feb. 16 
Du Pont de Nemours 11:15 Feb. 21 
Electric Auto-Lite* 11:00 Feb. 23 
General Railway Signal 11:00 Feb. 24 
Gulf Oil*... 10:45 Feb. 23 
Humble Oil*. 11:00 Feb. 15 
International Harvester 2:00 Feb. 17 
Kennecott Copper 11:45 Feb. 15 
Lone Star Cement. 9:00 Feb. 16 
Mathieson Alkali Works 9:45 Feb. 23 
Montgomery Ward* 10:00 Feb. 25 
National Dairy Products 10:30 Feb. 25 
Netional Lead* 10:00 Feb. 23 
National Stee!* - Feb. 24 
North American” 11:00 Feb. 18 
Otis Elevator* : 11:30 Feb. 16 
Plymouth Oil* 11:00 Feb. 23 
Puliman* : 3:15 Feb. 16 
Remington-Rand* 9:15 Feb. 23 
St. Joseph Leed* 11:00 Feb. 24 
Schenley Distillers — Feb, 15 
Seaboard Oil* 11:30 Feb. 16 
Standard Brends* — Feb. 23 
Texes Corp..... 11:00 Feb. 25 
Texas Gulf Sulphur 9:30 Feb. 17 
Union Pacific. . 11:00 Feb. 24 
United Corp.* 2:30 Feb. 24 
Youngstown Sheet & Tube* Feb. 15 


All tings on 


wise noted. 
*—Approximate date. 


stocks unless other- 
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business and investment confidence. 

As measured both by the Dow- 
Jones index of commodity futures 
and Moody’s spot commodity price 
index, prices of the more sensitive 
commodities have now shown en- 
couraging stability for approxi- 
mately three months. 

We are not now very far from the 
time when there should be at least 
some spring improvement in busi- 
ness or—if it seems reluctant to put 
iu an appearance—when the Gov- 
ernment may be expected to attempt 
to do a lot more about it than it has 
done in recent months. Therefore, 
while we can see little in the price- 
inventory picture or in immediate 
politico-economic events to justify 
rampant optimism concerning the 
February-March business pattern, 
we are not ready to abandon hope. 





Labor Plugs for Recovery 





(Continued from page 553) 


ever, rushed into the arms of the 
more conservative Mr. Green so as 
to escape the clutches of the wicked 
John L. Lewis. When forced to 
“bargain collectively” with their 
workers, they preferred an Ameri- 
can Federation of Labor contract to 
a C.I.0. agreement. The mass move- 
ment to sign up with the A. F. of L. 
was so vigorous and violent that 
Mr. Lewis accused the Green or- 
ganization of conspiring with the 
employers. The National Labor Re- 
lations Board itself has charged that 
in some instances these arrange- 
ments savored of collusion, and 
has ordered elections to determine 
whether Mr. Green’s unions were 
the “voluntary” choice of the em- 
plovees as their bargaining agency. 

The result was that many em- 
ployers who had never seen a walk- 
ing delegate off the motion picture 
screen sat down to negotiate with 
labor’s professional representatives. 
They, too, discovered that they 
could reach sensible accords through 
man-to-man talks, even though the 
deliberations were held under gov- 
ernmental duress. 

Labor, so its spokesmen say, 
learned through these close-up rela- 
tions that the boss has problems 
which he can meet—problems_in- 
volving pay rolls—only if they ex- 
hibit restraint and understanding. 
Perhaps the most helpful accom- 


plishment, however, has been the 
mere fact of physical meeting in an 
attempt to make the best of what 
was originally considered a bad bar. 
gain—the Wagner Act. In most 
cases they have met, they have seen 
the other fellow’s viewpoint, and 
they have compromised. 

An equally important factor has 
been the current recession. It may 
be the ill wind which will blow per- 
manent good to Capital and Labor. 
Had the nation suddenly reentered 
a period of prosperity, labor, as al- 
ways, would probably have become 
cocky, demanding more than its 
pound of gold. It would have taken 
even greater advantage of the 
weapons which Mr. Roosevelt gave 
it, and under such circumstances the 
President would have undoubtedly 
thrown the full support of his influ- 
ence to the laborites. He would 
have demanded that the workers be 
permitted to enjoy more of the fruit 
which he had planted for them. 


Employers, without doubt, would 
have protested and resisted. But 
now, with unemployment _ lines 
lengthening, with union members 
losing their jobs and finding them- 
selves unable to pay their lodge 
dues, both Messrs. Green and Lewis 
must be more conservative in their 
leadership, more reasonable in their 
attitude toward the boss. The plain 
fact is that they have been, and 
their influence has permeated among 
less substantial leaders. Allowing 
for the recruiting of thousands of 
new and _ undisciplined members 
under NLRB pressure, it is also 
probable that majority sentiment 
among the rank and file is essentially 
conservative. 

Whether it is a by-product of the 
recession, or the result of preach- 
ments from upper pulpits, is difficult 
to determine, and there is no cer- 
tainty of its permanence. But the 
existence of this spirit, together with 
the let’s-talk-it-over attitude among 
topnotchers on both sides of the 
factory and financial fences, seems 
to herald an era of practical, indus- 
trial democracy a bread-and- 
butter kind that even politicians 
may understand and not tinker 
with. 

That may seem like a large order, 
but it is surely no more fantastic 
than the spectacle of John L. Lewis 
pleading the cause of a Morgan 
partner—and his own—at the court 
of Franklin D. Roosevelt. 
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common and preferred 
stocks are listed and rated 
in every issue. 


Published a 
Every 
Month 


Adjustable Stock Ratings 
give you 


1. The exchange on which the stock is 
listed—its ticker symbol. 


2, The nature of the company’s busi- 
ness, for in many cases the company 
name gives no indication of its ac- 
tivities. 

3. An original method of ratings — 

shows the outlook for the industry 

and the company represented by the 


stock. 


4. The funded debt-—so the investor 
may more accurately determine earn- 
ings prospects. 

5. The number of shares outstanding— 
essential in judging marketability, 
and action in thin markets. 


6. Earnings’ record for the past three 
vears—-a quick check on the com- 
pany’s progress. 

7. Dividend rates—the date on which 


the investor must have been a stock- 
holder to receive them—and the date 
of payment. 


8. The high and low price for last vear 
and this year—helps determine the 
possible price swings. 


9. Frequently-changed, terse, timely 
comments point out the major fac- 
tors operating—whether favorable or 
unfavorable—enabling the investor to 
accurately judge the investment 
merit of any stock at any time. 














Clip and mail 
this order form. 
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Thousands of Investors 


gp Have Told Us.... “I 


4 wouldn't be without 
this valuable guide!” 


And you, yourself, know how tedious it is to wade 
through earnings reports and statements of the com- 
panies in which you are interested—how difficult it is, 
sometimes, to locate the important facts on some invest- 
ment opportunity that is brought to your attention. 


‘et—here in a 112-page, pocket-size handbook, printed in clear, legible 
Yet—t 2-page, pocket hand | g 

type, are all the vital statistics you need on every leading common and 
preferred stock on the New York Stock and Curb Exchanges, as well 


as the important bank and insurance stocks. 


And—in addition to all the vital statistics—qualithed business and _ se- 
curity analysts also give you the outlook for both the industry and the 


individual company in which you are interested. 


Revised and published monthly—Adjustable Stock Ratings offers you 
the most up-to-the-minute information, such as you would find only in 
statistical works costing from $50 to $100 and up—enables vou to keep 


accurately and authoritatively posted at all times. 


Your Last Chance to Subscribe 


At the Low Price of $2.50 a Y ear 


Beginning with the next issue, the subscription price of Adjustable 
Stock Ratings will be advanced. In order to subscribe at the very 
modest price of $2.50 a year, you should send your subscription in at 
once. You can subscribe to Adjustable Stock Ratings alone—or, if 
you are not already a subscriber to The Magazine of Wall Street, you 
will want to consider the special combination rate in effect for only 


a limited time. 
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New York Curb Exchange 





ACTIVE ISSUES 


Quotations as of Recent Date 


1938 
Price Range 
——————. Recent 
Mame and Dividend High Low Price 
Alum. Co. of Amer... 86 73 73 
Amer. Cyananii B(.69)...... 26% 23 23% 
Amer. Gas & Elec. (*1.40) 27%, 22%, 22H 
Amer. Lt. & Tr. (7.30).... 14% 11%, 12 
Amer. Superpower..... .. 11% Vy % 
Assoc. Gas & Elec. “A”. 1¥% 1 1 
SC ee 32 23% 23% 
Cities Service........... 2 1% 1% 
Cities Service Pfd........ 39% 2% 27% 
Colum. G. & E. Pfd. (5).. 60 53 53 
Colum. Oil & Gas (1.40). 448 3% 4 
Consol. Copper (I 21/4)... 64% 4% 4%, 
Consol. Gas Balt. (3.60). . 70 62%, 62% 
Creole Petroleum (*.50)... 27% 225, 23 
Eagle Picher Lead (1.40). 13% 852 9% 
Elec. Bond & Share...... 10%, 6%, 6% 
Elec. Bond & Share Ptd. (6) 58 464% 48% 
Ex-Cell-O Corp. (*.80)... . 13% 10 101, 
Ford Mot. of Can. ““A" (1). 18% 15%, 17% 
Glen Alden Coal (1.50). 646 5 5% 
Gulf Oil of Pa. (1)... 41%, 37 37% 
Hecla Mining (7.10)... 10% 7% 8 
Hudson Bay M. & S. (11.75) 27% 22%, 24 
Humble Oil (12)....... 66% 60 60%, 
Imperial Oil (*.50).. . . 18% 17% 18 
lron Fireman (*1.20) 15% 13% 14 





1938 
Price Range 
- —. Recent 
Name and Dividend High Low Price 
Jones & Laughlin............ 43% 30% 30% 
Lake Shore Mines (*4)....... 58% 51% 58% 
Loeditheed Afr. ........2..... 1014 1H Th 
Molybdenum (11)........... 5% 4% 4 
National Bellas Hess......... 1 Yq Y% 
National Refining............ 4, 3% 3% 
New Jersey Zinc (7.50)....... 72% 60 64 
Newmont Mining (*3)........ 72 544% 55 
Niagara Hudson Power({.40).. 84 7 1% 
Niles-Bement-Pond (2)....... 38% 31 3114 


No. Am. Rayon “A" ({2.25). 24 16 17 


Pan-Amer. Airways (7.25).... 19% 14% 145% 
PEN OD oncascceccsarss FF 5% 5% 
Pennroad Corp. (¢.25)........ 2%, 2% Lif 
Pepperel Mfg. (*6)...... as 64 67 
Pitts. Pl. Glass (16.50) cao 81 81 
Ti Rass Papet............... BY 3 3 
Sherwin-Williams (4) .. 90 81 87% 
Technicolor (1.75). .... si ee 16%, 17 
United Gas Corp ‘ sie 5% 31% 3¥e 
United Lt. & Pw. “"A"...... 3% 2%, 2% 
United Lt. & Pw. Cv. Pf... 26%, 17 1714 


t Paid last year. 
* Not including extras. 


t Paid this year. 





Bank. Insurance and 
Investment Trust Stocks 





ACTIVE ISSUES 
Quotations as of Recent Date 


BANK AND TRUST COMPANIES 


Bid 
Bankers (2) 45% 
Bank of Manhattan (1.50) 22 
Benk of N. Y. & Trust (14) 355 
Central Hanover (4) 93% 
Chase (1.40) 2914 
Chemical (1.80) 40 
4 ae 2454 
Corn Exchange (3) 49/2 
First National (100) 1750 1 
Guaranty (12) 228 
Irving Trust (.60) 11 
Manufecturers (2) 37 
New York (5) 92, 
United States Trust (770) 1430 1 
INSURANCE COMPANIES 
Actne Fire (1.60) 441 
Aetna Life (1.50) 22% 
Am. Surety (2.50) 38%, 
Fireman's Newark (.30) Th 
Giens Falls (1.60) 35 
Globe & Rutgers 29% 
Great American (1.20) 21% 
Hanover F. (1.60) 29%, 
Hartford Fire (2) 63 


Asked 
471, 
23% 

361 
96%, 
31% 
42 
26% 
50% 

790 


INSURANCE COMPANIES (Continued) 


Bid Asked 
Home (11.60) 271% 29 
Ins. Co. of North America (12.50) 54 56 
Maryland Casualty 3% 3% 
National Fire (2) 57 59 
Phoenix (12.50) 74% 78%, 
Sun Life Can. (15) 390 440 
Travelers (16) 406 416 
United States Fire (72.50) 41%, 49% 
Westchester F. (71.60) 28%, 29%, 


INVESTMENT TRUST SHARES 


Amerex Corp ‘ 19 20%, 
Brit. Type Investors -30 45 
Bullock Fund 11%, 12% 
Corporate Trust -AA 2.32 

Fidelity Fund 16.92 18.22 
Incorporated Investors . 15.45 
Maryland Fund 5.21 5.71 
Messachusetts Invest 18.08 19.19 
Nation-wide Securities B 2.73 2.83 
No. Amer. Trust Shares 1956 2.23 ; 
Quarterly Income Shares 10.10 11.10 
Spencer Trask Fund 13.65 14.37 


Uselps Voting Shares 75 83 
+ Includes extras. 





When doimg business with our advertisers 








As I See It! 





(Continued from page 549) 


are reputed to have worked more 
harm for France than any other 
statesman’s in a hundred years.) 

It was then that Mussolini con- 
ceived the idea of encouraging Ger- 
many to re-enter the Rhine. And he 
succeeded in convincing Hitler that 
the danger in such a step was infini- 
tesimal as neither France or Eng- 
land was likely to take any action 
as a result. Under this inspiration, 
Hitler personally made the decision 
to re-enter the Rhine over the pro- 
tests of the army leaders. The ma- 
noeuver succeeded. For Mussolini it 
concentrated the attention of Europe 
on Germany and enabled him to 
continue his Ethiopian adventure 
undisturbed. It gave Germany the 
confidence which enabled her to 
break every other provision of the 
Treaty of Versailles with impunity. 

Out of this was born the Rome- 
Berlin axis. And Germany used the 
opportunity for economic penetra- 
tion of the Danubian States, Musso- 
lini tightened his grip on the Adri- 
atic. And Rumania, because of her 
oil, was exploited by both. All in 
all it was a good gamble for Ger- 
many and a life-saver for Mussolini. 

While a few years back Germans 
were being ousted from important 
positions on the Continent, under 
the spur of confidence regained and 
the miracles of the Schacht barter 
plan, Germany became a force in 
the neighboring States where the 
greater business sagacity and ca- 
pacity for government made _ Ger- 
mans pre-eminent. This cannot fit 
in with Mussolini’s plans. An ambi- 
tious and driving Germany today is 
a challenge to his own dreams of 
conquest—which have already been 
curtailed by aggression 
which, in turn, is seizing upon the 
conflict among the European powers 
to get away with the spoils over 
which they are fighting. 

Yet Hitler clings to Mussolini by 
whose assistance he believes he will 
achieve his ends and remain in pow- 
er because he thinks he can circum- 
vent any moves that Mussolini may 
make to hold him back. ‘To Musso- 
lini the Rome-Berlin axis has become 
all-important, but he uses the op- 
position against the Nazi neo-pagan- 
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|. THE BUSINESS EXECUTIVE'S 
HANDBOOK $7.62 


All business executives will find this book 
avery handy ready references to keep on 
the desk. It is filled with practical, usable 
material on every phase of business prac- 
tice. In it are tested methods for build- 
ing business and increasing profits, for 
cutting down operating expenses and step- 
ping up efficiency. Here are a few of the 
things you will find in this 1281 manual: 
how to reduce telegraph and cable bills, 
how to put more punch in your selling 
letters, how to cut in solving 
mathematical , problems; to plan a 
printing job, how to prepare and analyze 
financial programs, how to plan a fool- 
proof investment program. 


2, UNITED STATES MASTER 
TAX GUIDE FOR 1938 $1.00 


This is a complete guide to federal tax 
problems, revised to 1938. In the brief 
span of 255 pages, it covers every type of 
tax levied by the Federal Government. It 
is divided into four parts. The first part 
pertains to the general application of the 
miscellaneous 


corners 
how 


Revenue Act and contains 
tax rate tables and a tax calendar which 
will enable you to find quickly any given 
tax rate and the dates on which the differ- 
ent taxes are due. The second part relates 
The third part relates to 
estate, gift, stamp, capital stock, 
profits, and miscellaneous taxes, while the 
fourth part contains information regarding 


to income tax. 
excess 


administrative provisions as to assessment 
and collection of taxes, interest, statutes 
of limitations, claims, and institutions of 
petitions to the Board of Tax Appeals and 
suits in the Courts. 


3. TIMING: WHEN TO BUY AND 
SELL IN TODAY'S MARKETS 
John Durand $3.00 
By employing case histories to illustrate 
methods and prinicples, Mr. Durand has 
Written an unusually instructive and stim- 
wating book that will be helpful to every 
investor. By 
market differs from its predecessors, the 


first showing how today’s 


FEBRUARY 12, 1938 


for 














the Businessman 





author covers the following subjects: the 
use, advantages, and limitations of charts. 
how to read them and how to detect trends 
and turning points; the mechanics of the 
market, short selling, puts and calls, trading 
over the counter; how to select industries 
and individual issues for investment, the 
characteristics of various groups, seasonal 
possibilities, how to read financial state- 
ments. shaping your investment portfolio; 
how to read the tape, how to gauge inves!- 
ment sentiment, timing the effect of news, 
limiting losses the 
proper time to buy and sell for profit. 


danger signals, and 


4. COMPASS FOR STOCK 
MARKET SUCCESS 


Rolf Carroll $2.00 


Here is a comparatively simple method 
of trading based upon the most funda- 
mental of all laws—the rule of supply 
and Demand. The _ author that 
changing economic conditions, corporate 
earnings, dividends, reports and prospects. 


says 


political influences, etcetera, need not be 
studied this method of day-to-day 
trading. The important factors are merely 


with 


the prices as shown on the ticker, and he 
shows how, by simple computation, to de- 
termine the direction of the market. He 
also gives rules for buying and selling. 


5. AMERICA FACES ITS GREAT- 
EST BUSINESS DEPRESSION 
William J. Baxter $1.50 


Although this book may seem a little too 
hopeless and pessimistic, in view of the 
general theory that we are recovering from 
our greatest depression it presents many 
alarming facts that will cause you to stop 
and think. In a world still gullible enough 
to that 
successfully control markets and business. 


believe government officials can 
it shows that rapidly moving world forces. 
far beyond their control, govern the present 
It tells how this nation, pre- 


pared for an inflation boom, has made 


situation. 


American business so vulnerable that it 
now faces the most serious crisis in its 
history. 
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6. AN ATLAS OF CURRENT 
AFFAIRS 
J. F. Horrabin 


$1.50 


A pocket-sized volume containing seventy- 
four maps of key places in present-day 
world affairs, each with a page of text 
which outlines the most pertinent facts 
Each map explains a partic- 
omits everything not 


concerning it. 
ular problem 
pertaining to the subject. 


7. AN INDEX TO BUSINESS 
INDICES 


Davenport and Scott 


and 


$3.00 


Here at last is the answer to a long felt 
need of students, business men and statis- 
ticians—exactly where they may find facts 
and indices relating to prices, production. 
distribution, labor, finance, securities, and 
general business conditions in the U. S. 
Frequency of publication, the years cov- 
ered, and the compiler of the indices are 
given in each instance. A short descrip- 
tion of the composition of each index is 
included. 


8. INTERPRETATION OF 
FINANCIAL STATEMENTS 
$1.00 


This compact litle book explains clearly 
and concisely how to read balance sheets 
and income accounts and so enable you to 
form your own judgement of a security. 
Particularly useful for the non-professional 
investor is the glossary of nearly 300 defini- 
tions of generally used financial terms. 
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ism and anti-Christian campaign to 
block them when the Nazis seem to 
be getting too powerful. 

It is well known that Mussolini 
is dominant in Austria. And the 
recent raid on the Nazi organization 
in Vienna, where papers and funds 
were confiscated, could not have 
been made if I] Duce had not been 
acquiescent. 

It is he who put Schuschnigg in 
power. This tug-of-war for poli- 
tical power between Hitler and 
I] Duce has been going on in spite of 
the Berlin-Rome axis—indicating 
its inherent weakness. 

And the Japanese situation hasn’t 
helped any either. Not only does 
it mean the end of German economic 
penetration of China—but the yel- 
low peril which would over-run 
Europe was something Germany 
foresaw at least two decades ago. 

The success of the Japanese aims 
will not only affect the Rome-Berlin 
axis, but all the nations of the world 
as well. And it is this particular 
danger which has brought about an 
active revolt in Germany where the 
leaders have long been opposed to 
various phases of the Nazi program. 


As one looks back over the last 
few weeks, there are several straws 
in the wind which indicated that 
something unusual was brewing in 
Germany: 
Schacht’s resignation which pointed 
tc an impasse between Hitler and 
the industrial and financial powers: 
(2) the renewal of friendship be- 
tween the royal family in England 
and Kaiser Wilhelm, evidenced by 
the publication for the first time in 
vears of a telegram signed “May. 
Bertie and Elizabeth,” congratulat- 
ing the Kaiser on his birthday: (3) 
the surprise expressed in the Japa- 
nese Diet that Germany had not 
followed the lead of Italy and recog- 
nized the legitimacy of the Japanese 
position in Manchukuo which she 
had promised to do, and which 
had been expected for some time 
past. 

Unquestionably there will be a 
new realignment among the world 
powers in which the United States 
will be very much interested in view 
of Japanese aggression and the infil- 
tration and colonization of Nazi, 
Fascist and Japanese colonists in 
South America. 





Over-the-Counter 





ACTIVE ISSUES 
Quotations as of Recent Date 


Bid Asked 
American Book Co. (4) 49 53 
American Hardware (+1.25) . 191% 20% 
Columbia Baking (.25) : ; 4 6 
Crowell Publishing Co. (3) 281, 31% 
Dictaphone Co. (.25)...... 33% 37% 
Dreper Co. (+2.75).. 53% 
Macfadden Pub........ 
Macfedden Pub. Pfd. (6) 
Mercke Co. (41.75). 
National Casket. (4) 
Ohio Leather (*1.20).. 
Scovil Mfg. (.25) 
Singer Mfg. Co. (716) 
Trico Products (+3.8714) 
Wileox & Gibbs (.50) 


PUBLIC UTILITIES 
Alabama Power Pfd. (7).... 50% 
Carolina Power & Light Pfd. (7) 75% 
Central Maine Power Pfd. (6) 72 
Dallas Power & Light Pfd. (7) 113% 
Jersey Central Pwr. & Lt. Pfd. (7) 80 
Kansas Gas & Electric Pfd. (7) 108 


PUBLIC UTILITIES (Continued) 
Bid Asked 
Kings Co. Ltg. Pfd. (7) "A"... . 32% 35% 
Long Island Ltg. Pfd.(3.50)"A"... 36% 38%, 
Metropolitan States Pwr. Pfd. . 2 18 
Nebraska Power Pfd.(7)....... ‘ 112 
New Orleans Public Serv. Pd. y 54 
Nor. States Pwr. Pfd.(7)..... ‘ 641 
Pacific Power & Light Pfd. (7) : 55%, 
Tennessee Elec. Power Pfd. (6) 43 
Tennessee Elec. Power Pfd.(7)...... 4675/4 
Texas Power & Light Pfd. (7) _— 2 ) 
Utica Gas & Elec. Pfd. (7)... 71 


TELEPHONE & TELEGRAPH 

American Dist. Tel., N. J. (5)... 

Emp. & Bay State (4).............. 
Mountain States Tel. & Tel. (8) 
N. Y. Mutual (1.50) 

Peninsular Telephone (+2) 

Peninsula Pid. A(7).... 

Southern New England Tel. (8) 


i Includes extras. 
Paid in 1937. 


143% 





* *& * IN THE NEXT ISSUE x x x 


The War on Holding Companies 
Where Will It Strike Next? 


By Ray Tucker 





(1) the acceptance of 





The Wisest Policy for He 
ers of Rail and Utility 
Securities 





(Continued from page 576¥ 


in these two fields. We do say, li 

ever, that opportunities here fig 
been impaired and that to ign 
what has happened and what pre 
ises to happen can only result] 
further losses. Having decided up 
remedial action, there is still 4 
matter of timing. It would, 

example, probably be a mistake! 
sell second-grade rail bonds on & 
eve of what promises to be a § 

stantial increase in freight rate 
although a consideration such 
this should not be allowed to mal 
a fundamental change in policy, 9 





Happening in Washingtos, 





(Continued from page 555) 


Form bill as doctored by confereng 
committee is still not entirely satif 
factory to Department of Agricth 
ture, which may seek postponemeli 
of effective date on plea that ad 
ministrative machinery can’t begil 
to function for 1938 creps and wit 
hopes that further changes can DB 
made meanwhile. ‘ 


Federal Power Comm. got coum 
rebuff by attempting to force Me 
ropolitan Edison Co. to supply il 
formation to Penna. Pub. Ser 
Comm. without first establishing 

jurisdiction over the company. Dé 
cision is not final. but illustraté 
i PC propensity to horn in on local 
rate cases and view all utility reg ; 
lation as federal matter. 
3 
NLRB victory in Supreme Couff 
is not widely significant; does m 
extend Board's powers nor prow 
Court has new liberal slant. Deg 
sion simply upholds traditional r le 
that courts will not interfere will 
administrative agency until there# 
a positive order or showing of ii 
jury. But N LR B is now definite 

free from the threat of injunctiol 
against handling cases in the regi 
lar order. F 
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